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~-LETTERS- 


In Case You Misunderstood 


Sirs: Two of your readers spoke to me within the last day 
or two about the very interesting article you had in your October 
issue about the Banking Act of 1935. But both of them gained 
the wrong impression from one paragraph, which I thought I 
should like to call to your attention because I suspect that others 
probably may be led to the same false conclusion. 


I refer to the item of “Bank Stock Liability,’ which appears 
on page 11 under the head of “‘Miscellaneous” and which says 
that double liability will be terminated on July 1, 1937, but that 
banks must build up surplus equal to capital. By stopping there 
one is led to believe that the liability does not cease until the 
surplus is equal to capital. However, such is not the case. 


The liability ceases by giving the required six months’ notice, 
but the law is also changed so as to make it necessary to add ten 
per cent of the earnings to the surplus account before dividends are 
declared in future until the surplus will equal the capital. How- 
ever, as stated above, the double liability ceases on July 1, 1937 
even if the bank has nowhere near one hundred per cent surplus. 


R. S. Hecnurt, President, 


The American Bankers Association, 
New Orleans, La. 








Epiror’s Notre: Thanks to President Hecht. Also see paragraphs 4 and 15 
under sub-heading ‘Title III, Miscellaneous,”’ pages 23 and 24, October issue. 
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Tycoons—Newshawks— Administrators 


Sirs: It might be interesting to you to know that the article 
over my signature appearing in your August issue on safe deposit 
rentals has produced an unprecedented number of letters from 
banks all over the United States. 


Most of the letters have asked my permission to use my 
composition entitled, ““Who Am I,” which permission was given 
in the article in question. With a banker’s usual precaution, how- 
ever, these people wrote in and asked for my permission over my 
own signature. I, blushingly, am forced to admit that most of 
the letters were laudatory. 

That your publication is widely read by banking tycoons, 
financial newshawks and FH Administrators needs no ABCirculation 
proof so far as I am concerned—apologies to ‘“Time.”’ 


JoHN BurGEss, Vice-president, 


Northwestern National Bank and Trust rears 
Minneapolis, Minn. 
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Three Optimistic Letters on Home-Building and 
Real Estate 


1. Sirs: The Fifth International Congress of Building 
Societies was held in Salzburg, Austria, September 1 to 7. This 
international gathering of leaders of co-operative thrift and home 
financing institutions met this year with the principal objective 
of discussing their experience during the depression and comparing 
notes as to programs which would be most constructive and 
augment private home financing in the near future. 


One of the principal addresses was delivered by the Executive 
Vice-president of the United States Building and Loan League, 
Morton Bodfish, on the subject ‘“The American Movement During 
the Recent Years of Depression.*” It is a presentation of the 
experience of home financing institutions during the depression, 
and contains suggestions as to the relationship between private 
and public activity in future home financing and constructive 
comments regarding the policies which will avoid a repetition of 
unfortunate experiences in the future. 


I. FRIEDLANDER, President, 
United States Building and Loan League, 
Houston, Texas 
*Published in booklet form by the United States Building and Loan League, 
104 South Michigan Avenue, Chicago, Illinois. In the address Mr. Bodfish says, 


“The whole economic situation, so far as it affects savings and loan associations is 
increasingly favorable. The fundamental vitality of the associations themselves is 


again evidencing itself, supplemented and aided by the Federal Home Loan Bank 
System and other arrangements born of the depression . . 
promising.” 


. . The outlook is indeed 
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2. Sirs: As a result of the great increase in real estate 
activity throughout Greater Cleveland, the Cleveland Trust 
Company is altering one of its main office buildings and consolidat- 
ing in it those departments which have to do with real estate 
financing, mortgage loans, collections, rentals and sales. 


I. I. SPERLING, 
The Cleveland Trust Company, 
Cleveland, Ohio 


3. Sirs: Appointment of George J. Panario as President of 
Capital Company, succeeding Morgan A. Gunst, was announced 
today by L. M. Giannini, Chairman of the Executive Committee of 
Transamerica Corporation, which is 100 per cent owner of the 
real estate company. 

Well known in real estate circles throughout California, the new 
President of Capital Company is one of the best posted experts on 
real estate in this state, having supervised the real estate loans of 
Bank of America and its predecessors for many years. 

Mr. Panario says, “I have great faith in the future of real 
estate, and anticipate that Capital Company will play a major 
part in the upbuilding of this state in years to come.” 


TRANSAMERICA CORPORATION, 
San Francisco, California 











LETTERS 


300 New Accounts A Week 


Sirs: The article in the September 
issue of your magazine, headed “The 
Small Account Goes Modern,” seems to 
have received wide recognition. The new 
CheckMaster Plan which was described in 
the article by one of our officers resulted 
in widespread comment, and we have 
received mail from all parts of the United 
States. A number of banks are most 
interested to learn the latest developments 
and results in full detail. 

We are greatly pleased to 
as a correction to the data 





report 
available 


at the time of the publication of the 
article, that from July 1 to October 1 we 
enrolled five thousand depositors and that 
their number is continuing to grow at the 
rate of three hundred accounts a week. 


This represents to us a phenomenal success 
as the CheckMaster Plan truly has been 
like a snowball going down hill, gaining 
with each turn in size and <4" congo 
We question depositors when they o 
the accounts and they all tell us t a 
the CheckMaster Plan is the answer for 
their crying need in banking service, that 
it has given them a new feeling of independ- 
ence and is an inducement for thrift. In 
the three months of its existence it has 
enabled us to give employment to tellers, 
bookkeepers and stenographers. We are 
adding to the personnel and equipment 
according to a schedule in strict proportion 
to the increase of business. 
















| WASHINGTON 


¢ In these days of increasing rela- 
tionships between Government and 
business all roads lead to Washington. 
Our ninety-nine years of emphasis 
on service in the Nation’s capital 
are more important to our clients 
today than ever before. 


¢ This friendly and valuable service 
is available to clients and their cus- 
tomers at any time. 


| IN WASHINGTON 
A Friendly Road 


Leads to 








We are very happy to state that this 
business has been most successful. 
CHARLES RICHTER, 
Chairman of the Board, 
The National Safety Bank and Trust 
Company of New York, 
New York, N. Y. 
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Clutchbill—Into and Out of 
Messes 


Sirs: I greatly appreciate your kind- 
ness in placing my name on your mailing 
list for The Burroughs Clearing House. We 
have had this magazine forwarded to the 
bank for many years, and I am glad to be 
able to advise you that I have greatly 
enjoyed the information and stories found 
therein. 

While it is a departure from business 
routine, I thoroughly enjoy the stories of 
Director Clutchbill, and each time the 
magazine arrives with one of these stories, 
I am always anxious to see what kind of a 
mess Director Clutchbill has got into and 
out of. 

But to turn to the more serious side of 
Clearing House, 1 find there are a great 
many suggested helps and systems for 
banks. 

Again I express my appreciation of being 
on this mailing list. 


EarL W. GLIppEN, Assistant Treasurer, 
Sanford Trust Company, 
Sanford, Maine 


S 


Arranged for Easy Reading 


Stirs: The Burroughs Clearing House 
has been coming to my desk regularly for 
fifteen years. I have not found time to 
read all the banking journals that come to 
us, but The Burroughs Clearing House is 
never laid aside unread. It is splendidly 
arranged for easy reading. 

J: Wess, President, 
Industrial Loan Bank, Newport News, Va. 


° o 


And Here It Is 


Sirs: I am sending a photograph of 
Miss Marion L. Heffron, General Conven- 
tion Chairman, The 
Association of Bank 
Women, that arrived 
too late to include 
with the material on 
the New Orleans 
Convention story. 
Maybe you can use 
it later. 

Miss Heffron is in 
the New Business 
Department of the 
Whitney National at 
New Orleans. 


FRED BARTON 
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Re-handling Old Records 


Sirs: I am trying to obtain certain 
copies of The Burroughs Clearing House. 
I am interested in the copy for January, 
1925, and also the copy for March, 1928. 
These have articles dealing with how long 
old records should be kept. 

We are building a new storage vault al 
this time and are re-handling all the old 
records and desire comments from others 
along this line. 

GeorGE D. WALTER, Vice-president, 
Lawrence National Bank, 
Lawrence, Kansas 


Also see, ‘‘When to Destroy Old 
in August, 1934, issue. 


Eprror’s Nore: 
Records,”’ 
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BEFORE AND AFTER 


The illustration below shows the bank 
before being modernized. The one at the 
left is the bank after being remodeled and 
modernized. Noteworthy is the fact that 
the new quarters are in the modern style 














Modernization 
or the Bank? 


The trend of modernization is upward. Many banks 
have recommended modernizing to customers . . . This 
article tells how a bank modernized its own quarters 


T all started because the tile floor of 
| the lobby began showing a couple 

of disfiguring cracks. When we 
decided to have them fixed up properly, 
we got into various other improve- 
ments which our twenty-five-year-old 
building urgently required. Before we 
got in too deep, we paused and sized 
up the situation. 

We were so badly crowded that 
we were seriously handicapped; actu- 
ally we could not add employees whom 
we needed, for there was no space. 
Ours is an industrial town, with its 
principal employer the Corn Products 
Refining Company. On Corn Products 
pay day, we had lines in the street 
outside the bank, so great was the 
press. In fact, pay days looked like 
first-grade runs of the era of 1931 and 
1932! Furthermore, we began think- 
ing about our protection against bur- 
glary and robbery. The bank had not 
been held up since 1918 —so we felt it 
was getting close to our turn for some 
attention from the gangsters. We had, 
however, been successfully burglarized 


by S. M. FRANKLAND 


President, Argo State Bank, Argo, Illinois 


twice within recent years, both times 
by enterprising yeggs who entered a 
building next door on Saturday night, 
laboriously chopped their way through, 
and into our vault. 

When the considerations were writ- 
ten down, they were almost all on the 
“For” side of the sheet. About the 
only things we could list under 
“Against” were that doing a real job 


would cost us money, and that it is 
fashionable nowadays —though not so 
fashionable as it was a few months 
back—to be extra-cautious about 
spending money. 

There is no need of detailing all of 
the arguments pro and con, no point 
to telling all of the plans which were 
weighed and discarded. The result 
finally was the decision to increase the 








A new arrangement was provided for the 

bookkeeping department. Machines run 

in a single row under prismatic glass win- 

dows that admit full light but are not 
transparent 


size of the building sufficiently to 
accommodate our current volume of 
business and our reasonable expecta- 
tion of growth within the next ten 
years. We decided to have vaults 
which would require the best attentions 
of the most skilled workmen to enter 
without our help. We determined on 
really adequate protection against 
holdup. And, while we were at it, 
we thought we might advantageously 
improve the appearance of the bank 
inside and out. Naturally, in this 
major operation, we would take advan- 
tage of as many modernizations and 
improvements as we could work in 
without running the cost out of reach. 


OUR building, in use these twenty- 

five years, was twenty-five feet wide, 
outside measurement, and about sixty 
feet deep — we are on a diagonal street, 
with the lot at an acute angle to the 
street, so exact longitudinal dimensions 
are a bit difficult. We had eight 
employees, most of them overworked; 
we needed eleven people altogether, 
knew it, but could not find space to 
crowd them in. Our vaults were 
pretty good, back when they were 
installed, but the science both of the 
vault builder and of the safecracker 
had long since passed them by. Our 
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cages were of wood and wire mesh — 
about what might be expected in a 
country bank in 1910. The brick 
exterior was by no means bad, but 
neither was it particularly attractive. 
We had, for example, such convenience 
deficiencies as a single washroom and 
toilet, sufficient when the bank had 
three employees but certainly not 
enough for a force as large as ours. 
And so on. 

The layout of our building was con- 
ventional. The door entered at the 
left-hand front, into a lobby twenty- 
five feet long, with cages along the 
right-hand wall and across the rear. 
At the front was the president’s office, 
at the rear the working space, vault 
space, boiler room, and so forth. It 
was just the layout you find in nine 
country banks in ten. And while our 
old volume prevailed, it was perfectly 
adequate. We have, as it happens, 
increased our deposit volume from 
$450,000 (our low at the time of the 
Chicago bank runs) to $1,750,000 in 
three years. You can imagine why it 
was no longer comfortable; we had 
simply outgrown our old clothes. 

The modernization problem involved 
continuation of operating while the 
rebuilding should go on. This was 
accomplished, and rather simply. We 
did not lose an hour’s time, although 
all of us went home at night with 
plaster in our hair and paint on our 
hands. The job was done over a seven- 
months period, from October 1934 to 
May 1935. And the construction costs 
were no greater, we are told, than if we 
had moved out during the rebuilding. 

First step was simply to build on, 
behind the old bank, a new building 
which increased the total depth to 
about 125 feet. We had had a back 
yard, and the new construction used 
up some of it. In the new section were 
built a new service room, for heating 
and similar functions. In this same 





block are included two modern wash 
rooms, a storeroom used for stationery 
and supplies, and the new vaults. 
Along the right-hand side, in one long 
room, are the operating people and 
machines. 

Now it was time to knock out the 
dividing wall and throw all of this into 
one building. (I am _ intentionally 
skipping such details as joining up the 
heating systems, and so on, as these 
were minor parts of a major operation.) 
With the two buildings made one, we 
moved the bookkeepers and other 
behind-the-scenes personnel into the 
back room, and were ready for the 
real complications. 


First requirement of safety was that 

at all times the cash should be behind 
a partition. We had decided on bullet- 
resistant glass enclosure of the bank 
proper from the lobby. So the glass 
and steel enclosure partition was set up 
across the back of the new lobby before 
we tore out the old rear cages, and 
joined up with the other partition 
which ran lengthwise of the building. 
Now we were ready to install the rest 
of the bullet-resistant enclosure. So 
we simply moved all of the old cages 
back a few inches, leaving space to 
install the new materials where the 
old partition had stood. The new 
partition was then set in place, while 
window business was transacted at the 
new cages toward the rear of the en- 
larged lobby. When the front partition 
was completed, we tore out the old 
cages and began doing business from 
the new cages. 

Once we had reached this stage, we 
had attained perfect flexibility. We 
had all of the rear, new section for 
working space. We could shift around 
from new cage to new cage, as suited 
the workmen’s plans. And we did 


exactly this, while they rebuilt the 
It took seven 


bank over our heads. 


The mechanical service room likewise came in for modernizing. New equipment included a gas 
burning furnace, air washing and circulating equipment 
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months, from the time they started 
work out in the back yard until they 
put the finishing touches on the 
decorations and told us we could count 
on their being out in a few days. 
Mind you, we were not in discomfort all 
of this time, or even most of it. It was 
not until midwinter that the workmen 
were even in the same building with 
us. And on May 11, 1935, we cele- 
brated our twenty-fifth anniversary by 
inviting in the community and our 
other friends, and holding open house 
on Saturday from 3 P.M. to 10 P.M., 
while literally thousands of people 
passed through the bank’s front door, 
filed out to the back room with stops 
to look inside the new vaults, then 
walked up through the runway behind 
the cages to the president’s office to 
shake hands, then out into the lobby 
and out the front door. 


Mest important change, from the 

standpoint of operating, is the new 
and convenient working space in the 
rear addition to the building. Here 
we have machines running in a single 
row up the right-hand side, under 
prismatic glass windows which admit 
full light but are not transparent. This 
is a valuable safety feature, because 
no one can look out, nor in. And the 
windows are sufficiently thick so that 
they would be rather difficult to break. 
Moreover, windows and rear door are 
barred with the latest development in 
jail steel, a kind which can neither be 
cut nor burned away with any tools 
sufficiently portable for the use of 
burglars or robbers. In this work- 
room, and all the way up its extension 
which is the ‘rather wide runway 
behind the cages, electric convenience 
outlets are set in the wall at six-foot 
intervals. Wall lighting fixtures are 
set above these, for the localized light- 
ing of any machines which might be 
set up at these points, and each fixture 
has one more convenience outlet. 
(The cost of providing these liberal 
outlets was negligible while we were 
rebuilding, and their presence is ample 
assurance that we shall not have much 
new wiring required for a good many 
years to come.) 

At the rear left of the new addition 
is the service section. At the extreme 
rear is the boiler room. We threw out 
our old coal boiler, fired by the newest 
employee, and installed a gas boiler 
which requires no attention once the 
thermostat is set. We installed a 
booster pump on our water lines, for 
use in summer when pressure is too 
low for comfort. There is a storage 
gas water heater. And best of all, a 
complete air-washing, humidifying, cir- 
culating system. The cooling equip- 
ment is still missing, but space has 
been provided and when we get it it can 
be hooked right into the present system 
at no extra cost of installation. 





The new lobby is a distinctive feature of the bank. Here, as throughout the bank, the modern 
theme is adhered to in design, fittings and decoration, lighting fixtures and various equipment 


Just in front of the boiler room are 
the washrooms. Now comes a passage- 
way, then the vault block. Our new 
vault is of latest Steelcrete construc- 
tion, with two highly modern vault 
doors. We have separate vault doors 
for the customers’ safe-deposit section 
of the vault, and for the bank’s own 
section. Between these two sections is 
a sectional steel partition which can 
be removed in case either door jams 
shut and access is required from the 
other side. 

Our own experience in being burgled 
through the wall of the adjoining 
grocery store led to the development 
of what might be termed burglar- 
insulation. Instead of setting our new 
vault right up against the building wall, 
we had it set twenty inches distant. At 
the rear end of this passageway (it is 
large enough for a man to edge through, 
holding his breath) is a window which 
permits looking into it to make sure 
that all is well with the vault’s side 
wall. It would, therefore, hardly be 
feasible for crooks to undertake break- 
ing through that wall in any ordinary 
week-end, even with a Monday holiday 
tacked on to help them out. Once 
they got through the wall from the 
store next door, they would be in this 
narrow aisle, pretty much at the mercy 
of a watchman. To continue on 
through the vault wall, they would 
have to make an opening in the build- 
ing wall large enough so that they 
could stand to use an air-hammer or 
electric drill; the passageway is too 
narrow for working in. And if all of 
this could be accomplished without 
coming to the attention of the law- 
enforcement authorities, our town is 
much more poorly policed than we 
believe it to be. 

The holdup protective equipment is 


the greatest source of satisfaction. 
After all, it is no great fun to sit out in 
the open in a bank, like a fat pigeon 
on a barn roof, for any mobster to 
shoot at who takes a notion to that 
effect. I never enjoyed it, and neither 
did any of the other officers or em- 
ployees. Now we are well behind 
cover. We have the latest and most 
comprehensive of bullet-resistant glass 
and armor-plate steel between us and 
any gunman’s whim. We have ample 
ports through which to throw lead 
back at them if we so elect. Where our 
ceiling is low, we have heavy steel mesh 
all the way up. At the front, where 
the building is higher, we run the 
partition up a good way and then 
have two-direction spikes sticking out 
in fashion which should do the most 
good to any ambitious climbers. More- 
over, we have in our lobby ten tear-gas 
guns, operated off a battery-electric 
system which is kept charged by a - 
trickle-charger, and fed by armored 
electric cable. So we feel we are in 
excellent position to repel attacks. 


HEN we first considered this mat- 

ter of holdup protection, we were 
prejudiced against resistant partitions 
because we felt that this would make 
the bank look like a fort under expecta- 
tion of immediate hostile attack, that it 
would serve as a barrier to keep cus- 
tomers from feeling welcome and at 
home, and so forth. As a matter of 
fact, the equipment as installed sur- 
mounts successfully every objection 
that we feared. The material is so 
handled architecturally that it is 
distinctly decorative, in a_ highly 
modern style. The installation is such 
that voices both of ourselves within 
the enclosure and of visitors in the 
lobby come through (See page 22) 
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College Corner, Ohio, with a population of 1,000, is a typical country town 


OU remember that good old funda- 
'¥ seston revival hymn, “The 

old-time religion is good enough 
for me.” As a country banker, I am 
all ready to urge this slogan upon my 
‘ fellow bankers, large and small. Not 
in the sense of reactionary, stick-in- 
the-mud objecting to progress. Rather, 
as a reminder that the principles of 
sound banking were discovered by 
trial and error a good many decades, 
perhaps a good many centuries ago, 
and that since these principles were 
discovered rather than invented, they 
possess the inherent strength of basic 
truth. 

I am not going to set forth here the 
principles of sound banking. Any one 
can refresh his memory of them by 
referring to a ten-year-old textbook — 
more recent books may in spots be 
diluted with some of the _ heresies 
which began to creep in during the 
period when the country was on a 
permanent level of new prices and new 
eras. And before going ahead with 
an exposition of some rather decided 
views, I should like to cite some ex- 
amples of what results may be expected 
from holding to the old-time banking 
religion. 

Let’s consider one good-sized city 
and its five banks —there were more of 
these, but the sooner they can be for- 
gotten, the better. Two of the sur- 
vivors are the largest institutions in 
town. They became large because 
they were headed by progressive 
fellows who realized that banking was 
being held back by a lot of old-fogy 
notions and traditions. The RFC 
owns 50 per cent of the stock of one 
of these banks, holds a much larger 


In running a bank, the old-time religion 
is good enough for the writer of this 
outstanding article .... He keeps the 
money working, guards against collec- 


tion losses, and finds banking profitable 


by 
JOHN D. PULTS 


Cashier, Farmers State Bank, College Corner, Ohio 


proportion in the other. There have 
been some radical changes in their 
managements. Both banks have de- 
posits materially smaller than they 
had in 1929, are making meager 
profits—have been set back twenty 
years in their normal development by 
what happened to them when the 
depression showed the inherent sour- 
ness of some of their larger loans. 
Keeping them company is the smallest 
of the town’s five banks, though its 
history is mildly different. Its man- 
agement was even more strongly of 
the new-era crowd. When things 
began boiling, it was saved from failure 
by heroic efforts and substantial in- 
terests in its ownership rushing to 
the rescue with big chunks of cash. 
Finally the situation disclosed itself 
as hopeless for the future. So a new 
bank was organized which took over 
the live assets and the deposits of the 


old bank, and the old bank is being 
liquidated. The new bank is not mak- 
ing much progress, is losing money 
steadily, and all told is not doing a 
great deal of good either for the com- 
munity or for its owners. So much for 
the modernists in banking policy. It 
is not an encouraging record which 
these three new-era banks present. 


SLEEPING peacefully down the street 

were a couple of banks which seemed 
to be generally passed by in the stock- 
market years. Up-and-coming folks 
felt these banks were dominated by a 
couple of old fossils who wanted 
100 per cent collateral in gold before 
they would make a loan, and then 
insisted on its being stored under water 
at the borrower’s expense to make sure 
it would not burn up. That is the 
way the public talked. Actually the 
two old fossils managed to loan out a 
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Mr. Pults is not a reactionary ob- 
jecting to progress. But he preaches 
the principles of sound banking 


good deal of cash to their customers, 
and somehow held tight to quite a 
number of good-sized accounts from 
all parts of the United States. But 
when the panic times struck, these 
bankers without raising a hand to get 
it, found themselves simply swamped 
under new business. Their deposits 
began climbing in 1931, have kept 
going up ever since. They were small 
banks, they now are large banks —not 
so large as the biggest in their town, 
but I hear they do not want to be that 
big. Neither of them ever bothered 
about getting in any new capital from 
the government; they didn’t seem to 
need it. They have both made large 
profits throughout the depression, have 
paid liberal dividends. And the men 
who run these banks are still not used 
to the fact that the public regards them 
as the financial heroes of the local 
Situation. These bankers got so ac- 


ney 


a ee 


il 


customed to being considered a pair 
of old fogies that they still modestly 
mind their own business, keep out of 
sight, and are heard of only when their 
names get in the papers as being on a 
committee to see about some solution 
of the problem of paying off county 
employees from an empty county 
treasury. 

If you wonder why I have cited these 
big-city examples when my own experi- 
ence is in a country bank, it is because 
these indicate, better than any other 
instances I know, just how the basic 
policies of sound banking have worked 
out on a large scale. And now, im- 
modestly enough, I intend to cite our 
own two-by-four size bank. as an 
instance to prove just how this sort 
of thing works out at the opposite end 
of the scale in size of community, type 
of population, and so on. 


[N my forty-four years in this bank 

and the institutions which preceded it 
—our charter has expired more than 
once during this period—I have seen 
a good many banks come and go in 
our community. Ours is an unusual 
community, straddling the Indiana- 
Ohio state line. Our bank was once 
in Ohio, but at a time before Ohio 
instituted state supervision we moved 
to Indiana to obtain the benefit of 
supervision, and have been in Indiana 
ever since. In the interval, there have 


been several other banks started and 
closed out. 

It has been a highly educational 
experience for us, for we have been 
able to see mistakes of various sorts 


thats cat 
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Two photos of the Farmers State Bank. Above, a view of the interior. At the 
right, the exterior which is also shown in the scene on the opposite page 
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and just what effects they bring. For 
example, there was one bank which 
made loans of border-line character 
for the sake of the high interest yield. 
It went along swimmingly, was held 
up to us as an example of how success- 
ful a bank could be if run on other than 
our conservative policies. Of course 
the first sharp recession in financial 
conditions brought a closing, for the 
border-line loans slip over to the 
wrong side of the ledger just as soon 
as storms begin to break. It was a 
saying of that famous old-school 
banker, James B. Forgan of Chicago, 
that he preferred a 5 per cent loan to 
any other, since for each additional 
1 per cent the risk increased at least 
10 per cent. 

The fact is that the way to make 
money in banking is not to try to 
make money. By this I mean that 
the banker who puts the emphasis on 
running a sound, safe institution finds 
a gratifying increase in his profits at 
the end of the year, taking it over any 
period of years. But the banker who 
is always pushing himself to make the 
greatest possible amount of money 
inevitably finds a day when he is 
faced with the realization that his 
eagerness led him into some transac- 
tions which were too risky. It is a 
basic principle of good banking that 
6 per cent is not a sporting profit. 

Our bank has always made money — 
almost in spite of ourselves. It has 
made money right through the depres- 
sion years. In this we have been 
admittedly fortunate, for our com- 
munity is in as rich a farming section 








as the United States can boast. But 
the careers of failed banks here- 
abouts have proved that a rich 
community does not necessarily make 
a safe bank. 

When we go back through the figures 
of the years, we are forced to the 
inescapable conclusion that the chief 
reason for our continuing substantial 
profits is in our very small collection 
losses. Recently we checked over the 
books to find out what our write-offs 
have been. The average annual charge- 
off for the past twenty years has been 
$800; our present resources total 
around three-quarters of a _ million, 
during the era of high prices they were 
somewhat higher. So we have charged 
off a little more than one-tenth of 1 per 
cent per annum that we could not 
collect. Stack this up alongside the 
average collection losses of surviving 
American banks, and you have the 
explanation of our substantial, sizable 
profits. 

Your first inclination on the basis 
of that information is no doubt to say, 
“Oh, he’s another one of these fellows 
who runs a money warehouse and 
won’t take care of the legitimate needs 
of his community.” (We have had 
that reaction so often from folks 
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unacquainted with us that we know 
just what to expect.) Actually, noth- 
ing could be further from the facts. 
We do take care of our community’s 
legitimate borrowing needs. There 
have been differences of opinion on 
that score from time to time, but the 
fellows who tried to do it more liberally 
are no longer in the banking business. 


FOR example, we have always made 

lots of farm mortgages. But we have 
never been swept away in our land 
valuation ideas by some wildcat trend 
of land speculation. We never loaned 
more than we felt the borrower could 
carry in hard times. When we had 
our maximum of farm mortgages, they 
totaled $250,000. Only one of these 
went into default, but we have never 
foreclosed one. The answer is that 
most of the mortgages were for 
amounts considerably less than the 
farm could be sold for, even in a depres- 
sion market. A great many of our 
farm mortgages eventually found their 
way into the Land Bank. But we 
never were asked to take a reduction 
when swapping a mortgage out, conse- 
quently we have never had a loss on 
a farm mortgage. Today we have 
better than $100,000 of farm mortgages 








Loans and Discounts Interest - 
United States Bond Interest - 


HOLC Bond Interest . ¢ « 
Trust Earnings - - - - - 


Other Earnings* - - - - - 
Collection and Exchange - - 
Total Earnings - - - 


Taxes Paid a oe ae ee 

Interest Paid - - - - - - 

Salaries and all other Expense 
Total Expenses - + - 








Earnings and Expenses 
January 1 to June 30, 1935 





EARNINGS 


Federal Land Bank Bond Interest 


Federal Farm Mortgage Corporation - - 


EXPENSES 


Net Earnings (21.7% on Capital Stock) 
Less Profits from Sale of Bonds - - 


Remaining Earnings (7.6% on Capital Stock, 
which is at annual rate of 15.2%) 





*This item includes profits from the sale of bonds in the first six months of 1935. In 
following through to determine the earnings of the bank, the item of bond profits is 
deducted to establish what would probably be a more normal earnings rate. It will 
be noted that earnings then show at the rate of 15 per cent. 


~~ +« = @6 neues 
«= Bee 
oe” 3 1,193.70 
s 2 % 902.50 
ioe 1,052.50 
997.80 
- - - 8,510.94 
+ » 154.87 

- «+ + 4£69.496.13 
- - - § 756.83 
om 3,393.48 
- - 6,414.47 

$10,564.78 

$10,859.35 

__7,062.88 

$ 3,796.47 














in our assets, and I know that I could 
sell them within two days at the 
expense of a few long-distance calls. 
They are that kind of mortgages! 
And we have been making new farm 
mortgages all the way through the 
depression. 

In the same way we have right now 
outstanding better than $100,000 of 
loans, most of these local mercantile 
loans in small amounts, and barnyard 
counter loans. We should cheerfully 
make many more local loans if we 
could. The trouble in our community, 
as everywhere, is that the business 
activities are not at a high enough 
level to create a healthy demand for 
commercial loans, and we do not care 
to make loans to folks who cannot be 
depended upon to pay them back. 

During the years we have always 
gone out aggressively after good loans. 
One source we have tapped which 
most country bankers miss is the stock 
market call money demand. We have 
never loaned in New York through the 
call money market. But we have 
hustled around in neighboring big 
cities to find stock exchange firms 
which could become borrowers on 
collateral. With one of the major 
stock exchange houses we have had 
outstanding collateral loans as high as 
$300,000 —far in excess of our limit, 
but so thoroughly collateralized that 
the state banking authorities have 
always approved. We have habitually 
kept on hand, in our own safe deposit 
box, at least 30 per cent, usually more, 
of collateral margin above the face of 
the loan. We can no longer lend above 
our legal limit, by the revised Indiana 
laws. But we expect that when and if 
stock market activity resumes, we 
shall be able to obtain a few more such 
customers so that we can still keep any 
surplus funds employed in this fashion. 
We keep collateral in a box in the big 
city, of course, with a bonded repre- 
sentative having access to the box for 
the convenience of the borrower in 
exchanging collateral. Even now, 
when call money in New York is avail- 
able at next to nothing, this one big 
brokerage house has borrowed about 
$30,000 from us at rates well above the 
call market—presumably partly in 
appreciation of our past relationship 
and partly to keep the channel open 
for the future. These loans are all 
call loans, and therefore with New 
York Stock Exchange collateral mean 
immediate liquidity. 

The point, of course, is that a banker 
has no business to take long chances 
with his depositors’ money, on no 
matter what plea of helping the com- 
munity, and so on. We are glad to be 


good fellows, to contribute whatever 
we reasonably can to feed the hungry, 
and all that sort of thing, but we do it 
either with a donation out of the bank’s 
own funds or else out of (See page 29) 
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Automobile loans are personal loans with an automobile as security 



















Courtesy of Oldsmobile, Dallas, Texas 


AUTOMOBILE Loans 


—their pitfalls and possibilities 


O save our lives we can’t see why 

banks regard as unusual the 

practice of making direct loans 
on automobile collateral. To us they 
are merely personal loans, with the 
difference that instead of co-makers 
there is an automobile as security. 
That we have made them only since 
January, 1935, and have been making 
co-maker loans for the past eight years 
is answered by saying that we did not 
get around to automobiles earlier. 
We never regarded automobiles as 
unsatisfactory collateral, if the bor- 
rower himself was a good credit risk, 
and this of course, is a proviso in 
making any loan. 

For example, we do not make co- 
maker loans if the borrower doesn’t 
check out well, regardless of how good 
his endorsers are. Similarly we do 
not make automobile loans regardless 
of the car’s value or of how large the 
equity behind the proposed loan may 
be, if the borrower doesn’t fall into 
what might be called the preferred 



































by 
C. W. BELEW 


Assistant Vice-president, Mercantile National 
Bank at Dallas, Dallas, Texas 


risk class. In the case of co-maker 
loans any other policy would be unfair 
to the endorsers. In the case of auto- 
mobile loans it would result in putting 
us in the automobile business, which 
is contrary to our charter as a bank. 
Also, there might be danger of our 
getting into the business of selling 
used cars if we spread out all over the 
state and bought paper from everyone 
that had some to sell. For that reason 
we confine ourselves to people that 
come to us personally for loans. We 
do not deal through third parties. 
Unless the applicant for a loan can 
come into the bank and fill out a loan 
application himself, giving the perti- 
nent details of his financial responsi- 
bility and the make and age of the car 


that he wishes to pledge as collateral, 
there isn’t any loan. 

This loan application is a simple 
enough matter, but when the informa- 
tion that it contains is checked up we 
have a pretty good picture of the bor- 
rower’s character and can determine 
whether or not to make the loan. If 
he has made false statements we 
know, for example, that the loan may 
cause us trouble regardless of the car 
offered as security. However, if he 
has told the truth, has a job, is well 
regarded by his employer and is not 
over-extended on his indicated income, 
he is a good credit risk, almost regard- 
less of his collateral and certainly 
whether his collateral is an automobile 
or the endorsements of co-makers. 

We have found that nine or more 
persons out of ten are honest and will 
pay their obligations if they can. 
Hence our job simply resolves itself 
into making sure as best we can that 
they are going to be able to live up to 
the agreement after they have made 


10 


it. With that point determined there 
is little trouble to be expected. 

If the depression and the uneven 
economic conditions of the last few 
years have done nothing else, they 
have shown that the average salaried 
individual is a good credit risk. Every 
bank that has a personal loan depart- 
ment knows this, knows that while a 
good many classes of paper have shown 
up poorly since 1929 the people who 
borrowed from the personal loan officer 
stepped up to the window and made 
their payments on the day they were 
due. If hard times can’t prove this 
paper anything but good, then it must 
be really good. 

Essentially, automobile loans are in 
the same category. The automobile is 
a necessity. People are going to 
acquire their cars and acquire them 
on credit in the future as they have 
in the past. There would seem little 
reason why the banks should not 
provide the necessary funds to finance 
these credit purchases at least so far 
as their own customers are concerned. 
A few years ago that might not have 
been proper. Then banks could find 
plenty of other outlets for their 
loanable funds in wholesale lots. That 
condition no longer exists. Changing 
economic conditions have shut off 
many channels for bank loans with 
the result that banks, if they are to 

_ keep their earnings up, must find new 
outlets for depositors’ funds. Auto- 
mobile loans appear as one of these 
outlets. 

This is not to imply that all auto- 
mobile financing should be done by 
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the banks. We here do not feel it wise 
to lend money on cars that are more 
than two years old, or on trucks or 
on passenger cars used for commercial 
purposes. The reasons for declining 
loans on such vehicles are obvious. In 
the case of trucks and other commercial 
cars the wear is likely to be excessive. 
In that of old machines the value is 
too difficult to determine. Nor are 
banks justified in making borderline 
loans, because such loans not only 
invite a risk that is not justifiable in 
the light of the fact that a bank is 
lending not its own but its depositors’ 
money but because such loans connote 
repossessions. Unless a bank’s volume 
was very large indeed, it could not 
afford to hire the necessary staff to 
dispose of repossessions nor to employ 
the collectors made necessary by slow 
loans. 


LSO, our bank cannot afford any 

but the best loans, because of the low 
rate of interest that it charges. We 
make a flat 8 per cent a year rate on an 
interest to follow basis. That is, if 
the borrower wants a loan of $400 on 
his car we lend him the full $400 and 
charge him 8 per cent on that amount. 
Both the interest and the principal 
are paid off in equal installments over 
the life of the loan, which is usually 
twelve months. This is somewhat 


better from the standpoint of the cus- 
tomer than a discount basis. Under 
our system he is paying interest on 
only $400. Under a system of discount 
he would be paying interest on approxi- 
mately $435. In tabular form the 
difference in the two methods appears 
as follows: 


Our Basis 
Principal of loan................$400 
Interest at 8 per cent a year...... Fe 


Amount to be repaid in twelve 
EEN, ic. 5 ocwtaw dss waeeeacs 132 


Amount of each installment....... 36 


Discount Basis 





er ee $434.78 
Discount at 8 per cent a year..... 34.78 
Customer receives... ............... 100.00 
Amount to be repaid in twelve 
SRN 5... ass.0s ooo wce wes 134.78 
Amount of each installment 
Se ee Se ee 9.25 
ON Ee ee ee aa or 36.23 
Under our method the customer 
NU Ah ec cc eracer sere ae $ 2.78 
Admittedly, this is not a_ large 


saving over a period of a year, but in 
terms of good will it amounts to a 
good deal. 

It might be inserted at this point 
that the face of the loan is a flexible 
figure. In general it usually represents 
about two-thirds of the pledged car’s 
value, indicating an equity back of the 








Applicant’s Statement 














Form 606—2M 

° APPLICANT'S STATEMENT 

Note Form ALL QUESTIONS WUST BE FULLY ANSWERED 
. . Full name_._....... JOHN_DOR ERE i ddress...18 MAIN STREET... 
Collateral Assignment PGE agen Married... YES... Living with wife or husband? YRS. Number you support 1.3... 

How tong have you lived at the above sdarers?...._ FIVE YRARS .  Ppesent Telephone No... 6161-2. 
What was your previous home address? 23 SOUTH STREET ae Game 
Do you own any real eatate?...._ YES. Tf yes, an whose name ts t?..... MINE AND WIPE 





‘Personal Loan Department of The Mercantile National Beak at 


’ -... 400.00. 


sbaietion 


days to making such 


bane eee, AUGUST g : Tee 1988 
nA... monthe after date, without grace, for value received, 1, or wo, jointly aud severally, 
of the National Rank at Dallas, af its office in Dalles, Texas, the sum of. $F 
Lseaescnsetsnanenagacenannesenacnevance sens Dottare (400.00. 
guarantors of this note, hereby 


te Bate ieee cae 


ne TIO 00... a OO 

cand te tonks depeciia af sume amaunt tn sold account on..17th dey 

thereafter until a su@icient fund has been accumulated to pay off above note, wo, the undersigned, 
monthly deposits, that said note, for the full amount thereof, 


‘Court, then, and fm that event we egres to par 





Location.......+8 MAIN STREET  vaius +. $6,000 a Moregages $$2.0790 i 9. OO XO 
By whom employed?...JONES & COMPANY 2 ek ek _SuBaK Ss 
Under whom do ea work? Mr. JOHN H. BROWN mew Business address_15. COMMERCIAL STREET. 
How long have you worked there? 25. YBARS a» suumalftusiness Phone MA-8368 

Salty ot ong 600. perl 9” One teens HONE... — nite EERE 
wrat | Gite [¢o vou pest ¢.$50 TAXES, INTERESTS re ...9 sxnheth. om Cnt 
Have you any suite against yout. NO. 





.jilave you ever been in bankruptey?..... Weare es 


Bank reference . MERCANTILE NATIONAL BARK. AT_PALLAS ,TEKAS, --CHECKING ACCOUNT. eins 























Have you « loan now or are you a co-maker en eny other loan at this bank? ee ee 
State fully the purpose of this losn?....PURCHASE OF AUTOMOBILE PROM BLANK AUTO SALES. 














The note specifies that the maker is to deposit a stipulated amount 
monthly in a ‘‘personal savings account”’ 











COLLATERAL AGREPRMENT AND ASSIGNWENT 
Dating, Texes,. AUGUST 17 193.5 


1S ea Se rs c on 








Name Address Amount 
A. DRYGOODS COMPANY ww GHESTRUT STREET. O00 g 28 eCURRENT 
HILLS 1DE_ROAD : ¢10. CURRENT 
ee Se a 
ee a a a 
Ea a Oe rt me Re a as 





ey Se ae 400.00 for. 12... . months for the further consideration of the suretion on anid 
‘the wndersiqued, hereby agree to open a personal savings sccount with anid Bank (© deposit in same 















































agement : COMPANIES, IF ANY, THIS QUESTION MUST BE ANSWERED: 
eee tg nomen nha -BRPTEMBER and to make MONTHLY. deposits ~ se Amount 
sie all soi secunt othe arth day af cock. MONTH. inecethes: ants &: tilblibk teed tas owen BUTLDING & LOAN OO COMMERCIAL STREET ¢2,700 
been accumulated to pay et ite maturity sald ote with interest thereon at the rate of L.% per annum from date; and I hereby S 
Remudvelnpshpslantedqupeiutplentemive 14767. nnd my personal savings account 
i LSS aS Se re mh 
SEA TSs, i peed eto cause cdliicesist ecccucacaibinn 6 acne, eae 
; olde 7h pa eed — “ ait 400.00. ) 
: a tame AR Worn OO hone a ahdcaie ead ll i, eg aad 





The borrower executes an agreement assigning deposits in the 
“personal savings account”’ to the bank 





The loan application is simple yet sufficiently complete that the bank, 
after checking up, can determine whether or not to make the loan 
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loan of 33 per cent. However, we 
have had loans with as small an equity 
as 25 per cent and as large as 50 per 
cent. 

But this flexibility and the fact 
that our rates are low do not mean 
that we are trying to get every Tom, 
Dick and Harry to come into the bank 
to make an automobile loan. In the 
last analysis we are not soliciting busi- 
ness from the general public, in the 
broad meaning of that term, but only 
from that part of the general public 
with which banks always and every- 
where have wanted to do business. 


SOME department stores doing a 

credit business assess interest on 
accounts that remain unpaid a certain 
number of days after they have been 
billed, and it has long been the practice 
of wholesalers to give a discount on 
cash purchases. Those who make 
payments promptly are thus rewarded 
for their promptness. In the same 
way we offer automobile buyers some- 
thing in the nature of a reward for the 
possession of a _ superlative credit 
rating. That isn’t likely to bring all 
of the automobile financing to our 
doors, but it is likely to help the bank 
build up a little better loaning ratio 
and a consequent increase in earnings. 

Especially can earnings be improved 
because there is little additional over- 
head in handling automobile loans. 
Dealing for the most part with new 
cars, we don’t have to worry much 
about appraisals and so far as the 
bookkeeping is concerned the work is 
carried on by the same department 
and on the same records as are per- 
sonal loans. Also, the same type of 
note is used for both personal and auto- 
mobile loans. 

The note is a simple “months after 
date’’ instrument, but with an agree- 
ment appended to the effect that the 
borrower is to deposit a stipulated 
amount monthly in a “personal sav- 
ings account.” At maturity of the 
note, the amount in the account will 
be equal to the face of the loan plus 
interest. In order to tie this deposit 
into the loan, the borrower also 
executes an agreement assigning the 
deposits in the account to the bank. 
These deposits, although technically 
savings deposits, are not to be con- 
fused with deposits in the savings 
department of the bank. They are 
not entered on the savings depart- 
ment’s ledgers and they do not draw 
interest. The reason for using them 
rather than taking installments on 
the note is only that it is mechanically 
easier to do the one than the other. 

It will be noted that there is no 
expense attached to these loans to 
care for insurance and investigating 
fees. So far as investigating fees are 
concerned there are none _ because 
whatever expense is attacned to deter- 








mining an applicant’s credit rating is 
charged to the general cost of doing 
business. As for insurance the bor- 
rower buys his coverage from what- 
ever acceptable company he wishes, 
depositing the policy with us. We 
demand insurance, of course, and 
require that the policy be made out 
to the bank and the car owner jointly 
as our several interests may appear. 
Beyond that we do not go. Obviously 
it is the borrower’s privilege to buy his 
insurance from whom he pleases so 
long as he patronizes a_ reputable 
company. 

In fact, this method of handling the 
insurance under these loans has helped 
us to some extent in building up our 
loan volume because it has enlisted 
the support of independent insurance 
agents associations in Dallas. Had 
we written the insurance ourselves 
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we could not have had their co- 
operation as we have. They would 
have recognized us as competitors and 
naturally would have steered people 
away from us. As it is we have the 
insurance men soliciting business for 
us by mailing the following advertising 
copy to their customers: 


“YOUR NEW CAR— 


“Before you purchase a new automobile 
or before making a loan on your present 
one, be sure and notify us so that we may 
continue your present insurance. We can 
also advise you how to save on your 
financing costs. 

‘Call us on the phone and let us explain 
the advantages to you.” 

“Keep Your Insurance With Your 

Own Local Agent.” 

“Finance Through Your’ Banker 

... Insure With Your Insuror.”’ 


You will note that the name of the 
bank is not on this copy. (See page 32) 








Deposits that are made to retire loans, though technically savings, are not to be confused 
with deposits in the bank’s savings department 





C. W. Belew, who has been identified with the bank’s automobile loan plan from the outset, 
is shown discussing a loan with a customer 
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BYRON MOSER 


President, Mutual Bank and Trust Company, St. Louis, Missouri 


i Mutual Bank and Trust 


Company of St. Louis opened its 
doors for business April 23, 1934. 

As our first birthday approached, 
we began thinking about the cere- 
monies befitting the occasion. We 
felt rather proud of our record, for ours 
was a brand-new bank with new capi- 
tal and new personnel, not a reorgani- 
zation in any sense. We started witha 
capital structure of $300,000 and 
expectations of $2,000,000 total de- 
posits within a year. Instead, we 
approached $4,300,000. The more we 
thought about it, the more convinced 
were we that there should be held 
something in the nature of a celebra- 
tion. 

It had long been the belief of some 
of our officers that one major weakness 
of American banks is the failure to 
enlist the interest and active co-oper- 
ation of the stockholders. A few banks 
really put their stockholders to work, 
with results which show the efficacy 
of this procedure, and we desired to be 
among these few. So we determined 
that we must, in some fashion, induce 
our stockholders to turn out for the 
annual meeting—and, when we got 
them there, we must grasp the oppor- 
tunity to get them really interested — 
we must show them beyond all ques- 
tion that they can help make their 
bank stock a good investment. But how 
were we to get them to the meeting? 
We recalled that a good many business 
groups have turned out* abnormally 


large meetings of stockholders by 
inviting the stockholders to a meeting 
with food or other refreshments. We 
knew of no banks doing this at this 
time. But there seemed to be in the 
banking laws of Missouri nothing to 
prevent our setting up a meal for our 
stockholders. And because evening 
meetings conflict less with other en- 
gagements, we set the occasion as a 
dinner. 

We might have economized by hold- 
ing the meal at some less expensive 
place. Instead, we picked one of the 
leading hotels of the city, where we 
could depend on high excellence both 
in food and service. Our board of 
directors appropriated $500 for the 
expenses of the annual meeting. And 
we thereupon extended to each share- 
holder an invitation to attend the 
dinner as the guest of the bank. Ifa 
stockholder cared to bring a guest, he 
was requested to purchase a ticket for 
this purpose. And we made it as clear 
as we knew how that guests would be 
very welcome indeed —the more impos- 
ing the guest, the better from the 
bank’s standpoint. 


RIOR to dinner, we held a reception 

in the rooms of the hotel. Here every- 
one, stockholders, guests, officers, and 
employees all became acquainted. We 
saw to it that everybody was intro- 
duced to everybody else, so far as 
possible. And by the time we went 
into the dining room, we had a large, 
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amiable family of warm, if newly made, 
friends. This, obviously, was aus- 
picious for making the affair a genuine 
success. 

Some two hundred shareholders ac- 
cepted the invitation and attended. 
With them they brought another one 
hundred guests. The attendance at 
the dinner was a fine selection of a 
cross section of the leaders of all walks 
of life in our city. In fact, it was 
astonishing to observe the uncanny 
skill with which some of our stock- 
holders who were practically unknown 
to the management came to _ the 
banquet bringing as their guests friends 
who control the banking arrangements 
of substantial commercial and other 
accounts. Had we not known that this 
was entirely on their own initiative, 
we might have suspected that a new- 
business officer had made most of the 
suggestions! 

The dinner was excellent. The pro- 
gram was not one of unalloyed enter- 
tainment, but it included some music 
and other light features. But the 
principal program was that for which 
the meeting was called: a report to 
the stockholders, showing in detail the 
earnings and expenses. The report 


made entirely clear to all present that 
the institution had during the year 
made substantial progress, and that 


It has long been‘the belief of some of ourpp°ffice 
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those who had invested money in it 
had made no mistake. Many of these 
stockholders had, after buying stock, 
relapsed. into that condition of coma 
characteristic of so many bank share- 
holders. Now, for the first time really 
learning in detail how the _ bank’s 
affairs progressed, they sat up in their 
chairs and showed an unwonted en- 
thusiasm and interest. 

Our experience proved that the 
stockholders of a bank will respond to 
an annual meeting, provided it is held 
in the evening and provided that a 
dinner goes with the meeting. At the 
dinner we did our best to sell our stock- 
holders the idea that they are a part 
of the institution, that it is to their 
interest and their friends’ interest to 
promote the welfare of the institution 
in which their money is invested by 
directing to it any business which they 
can influence. It was entirely apparent 





of our™officers that one major weakness of American banks is the failure to enlist the interest and active co-operation of the stockholders 


from the response of those present 
that this concept was new to many of 
them, and furthermore that it im- 
pressed them as very much worth 
remembering. 

The figures show it. Our volume of 
deposits increased almost half a million 
dollars within two months after the 
meeting. A substantial volume of this 
new business can be traced directly to 
the meeting. Even while I was dictat- 
ing this article, in came a new account 
in excess of $10,000. It was influenced 
by a shareholder who before attending 
this dinner was comparatively inactive 
and who has since busied himself very 
effectively in the bank’s behalf. In 
fact, if viewed from the standpoint of 
business promotion, the affair more 
than justified the expense of about $400 
which covered the music, printing, 
postage, and all other items of expense 
to the bank. 


® Can stockholders be enlisted to give their 


active support to the banks they own? Will 


they attend meetings if invited? One bank 


decided to find out and here are its answers 








We have heard no suggestion of 
criticism from any shareholder about 
this minor expenditure for what on 
the surface might be termed a non- 
essential purpose. The only comments 
have been from stockholders who 
approve the idea and express their 
hope that it may be repeated. They 
tell us that they enjoyed themselves 
thoroughly, got a new comprehension 
of the bank in which their money is 
invested and deposited, hope that the 
bank will have another such meeting 
soon. They have given us a more con- 
clusive demonstration, however, by 
their increased interest in the bank’s 
affairs, and their much greater intelli- 
gence in asking questions and co- 
operating with the officers. 


F there is one serious mistake which 

American banks have made in the 
past, it has been their failure to edu- 
cate stockholders, depositors, and the 
general public as they should be 
educated. People in general are inter- 
ested in and aware of banking far more 
than before the dire events of early 
1933. They eagerly lend a receptive 
ear to information about banking in 
general and about any local bank in 
particular. Our type of program, 


reaching stockholders and their in- 
(See page 24) 


vited guests, contributed 
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(\0-OPERATIVE 
SERVICE 
CHARGES 


Dissatisfied with returns from service charges two 
metropolitan banks get together to try a new plan 


By 


EK. W. POLLOCK 
and 


Vice-president, The First National Bank 
and Trust Company of Tulsa, 
Tulsa, Oklahoma 


J. F. MATCHETT 
Assistant Vice-president, 
The National Bank of Tulsa, 
Tulsa, Oklahoma 
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NY explanation of service charges 
A in our community must go back 
to some of the earlier stages of 
their development. It may well go 
back to the conditions which made 
them inevitable, which were a direct 
outgrowth of the World War. Prior 
to 1917, everybody who had a bank 
account prided himself on maintaining 
his balance at the highest possible 
point. Came the Liberty Loan drives, 
with their emphasis on investing and 
keeping funds earning. By the time 
the last of these drives had been suc- 
cessfully concluded, people everywhere 
in the United States were thinking in 
terms of investment and income. They 
resented idle money lying in a bank 
account and drawing a very small rate 
of interest if it totaled enough to get 
any interest credit at all. Their idea 
changed within a year or two to 
keeping their funds invested, to main- 
taining the lowest balances that the 
banks would permit. The consequence 
was a tremendous increase in the 
number of items per dollar of deposits. 
Look up the records in your bank for 
twenty years ago and say the last 
year before you had a service charge. 
You will see what we mean. 


"TULSA banks began reasonably early 

their attempts to stop some of the 
losses. This took the form of a flat 
charge against all accounts under a 
specified balance. It was, at that time, 
the limit to which the art of service 
charging was developed, or at least the 
limit of which we then knew. It was 


The first operation in analysis in The First 
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National Bank and Trust Company of Tulsa 


presently disclosed as unfair to cus- 
tomers and banks—not that it was 
too much, but because it lumped in one 
class all small accounts (which any 
banker knows is not an accurate 
grouping) and also because it per- 
mitted to escape untouched the over- 
active large accounts which subse- 
quently were disclosed as causing the 
greatest net losses to the banks. 

Next stage in our local development 
came with the adoption of metered 
service charges on small accounts. 
The fault with a metered charge 
schedule is that ordinarily it takes 
account only of checks drawn. To 
this extent it is fairer than a flat 
charge. But it was only an approxi- 
mation, and inaccurate at that, since 
it still assessed a more than adequate 
charge against the well-behaved small 
account with a small balance and 
slight activity, and at the same time 
usually skipped over the small account 
which drew few checks but which 
caused a tremendous amount of loss 
through float and item expense in 
handling deposits, cashing checks, and 
all the rest. It helped, by blocking 
one door through which losses were 
leaking; it still left open several doors 
of at least equal importance. 

Eventually the importance of large 
accounts as a factor in operating losses 
was brought home, and our banks 
adopted account analysis for such 
accounts. This was our first long step 
in the right direction. Properly set up 
on adequate schedules, this stopped 
the loss in large accounts and let us 








J. F. Matchett explains the new 
service charge plan to a customer 


recognize which of our large customers 
were profitable. But —and this is the 
real point—we were applying this 
accurate, fair, defensible method to 
only a negligibly small percentage of 
our total accounts, somewhere not far 
from 5 per cent of the commercial 
accounts in our banks. The rest were 
still on the old metered charge, which 
‘aught the fellow who drew a lot of 
checks on a small balance but did not 
by any means catch all of the small- 
balance customers who were depositing 
and cashing too many items and caus- 
ing miscellaneous work in excessive 
volume. 


ULSA went along on this basis for a 

long while. Last winter, however, 
there came to a head an agitation for 
universal analysis of all checking 
accounts, and charges accordingly. 
Other cities, none to our knowledge so 
large as Tulsa but adequately large to 
prove the idea workable, had adopted 
the single-standard of service charges, 
by which every charge is based on 
account analysis and nobody is charged 
more than he should be charged. The 





ae 


E. W. Pollock checks over the 
returns from the new plan 


upshot was the adoption by the Tulsa 
Clearing House Association of a sched- 
ule of charges with the activity based 


on 100 per cent analysis. The section 
adopted by the clearing house reads 
as follows: 

*‘A ‘uniform complete analysis’ shall 
be applied to all accounts, large and 
small alike. The following charges 





16 


shall be the minimum charges to be 
made by any bank for services rendered 
and enumerated in this schedule, 
provided that any bank may increase 
said charges at its option. Any loss 
revealed by such analysis shall be 
charged to the customer. From the 
customer’s average gross ledger bal- 
ance for the month, the total average 
float, which shall be the actual float 
on items deposited, shall be deducted, 
such deduction to be based upon the 
following float schedule. No reserve 
deductions shall be made for legal or 
cash reserve since the earning rate 
used gives effect to these reserves. 
The resulting figure shall represent the 
customer’s average net balance for the 
month on which a profit may be 
realized. Not more than three and 
one-half percent (344%) per annum 
of such average net balance shall be, 
for analysis purposes, the gross earn- 
ings of such account to the bank, and 
it is from this figure representing the 
gross earnings of such account to the 
bank that all costs in servicing said 
account shall be deducted, which items 
of cost per month shall be as follows: 


NS ETE CROC OTe $0.50 
wee Sus wes .04 
Items drawn on other banks in 
5 See .02 
Items drawn on out-of-town 
En Wear ee .03 


Drafts drawn by depositors on 
themselves at the bank, each ..02 
Returned deposited items, each _ .10 


. Accounts under direct owner- 
ship or control may be grouped and 
analyzed as one account . . . There 
shall be no preferred list except those 
above stated. (Officers actually con- 
trolling funds, churches, charitable 
organizations. ) 

“If the amount of any depositor’s 
service charge, as computed under the 
plan above set out, shall be deter- 
mined to be less than twenty-five 
cents (25c), a minimum charge of 25c 
shall’ be applied. The schedule of 
service charges above set out is not 
mandatory on accounts in which there 
have been no deposits or withdrawals 
during the month under analysis. 
However, a minimum charge at the 
rate of fifty cents (50c) for each six 
months period shall be made on each 
account that has remained inactive 
for a continuous period of six months.” 


HERE are other provisions which 

need not be detailed here, such as 
permission for a bank to take into 
consideration on complete analysis on 
accounts over $25,000, but setting out 
certain charges such as N. S. F. checks, 
exchange, and so forth which must be 
made as direct charges on all other 
accounts. These additional points 
are of comparatively minor importance 
in the setup as a whole, and may be 
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advantageously omitted from this ex- 
planation. 

It is worth calling attention to the 
provision that any bank may, in its 
discretion, charge more but not less 
than the adopted schedule. Thus any 
bank may meet special conditions with 
special charges, just so long as it does 
not place itself on a preferential com- 
petitive basis as against the other 
local banks. Two institutions in 
Tulsa have, as a matter of fact, adopted 
somewhat higher charges for small 
accounts than those set forth by the 
clearing house. 


HE effect, in dollars and cents, on 

service charge revenue since adoption 
of the new clearing house schedule has 
been startlingly beneficial to the banks. 
The two banks of which the authors 
are respectively officers got the plan 
into effect one month apart because 
of a delay in delivery of equipment 
which held back one of them. The 
figures for the two banks, representing 
collected charges in the months listed, 
are representative of the increased 
revenue resulting to all Tulsa banks 
from the new schedule —and these are, 
of course, dollars which were previously 
hidden losses to the banks on unprofit- 
able accounts. The two banks are 
rather close together in deposit totals 
and in numbers of accounts. 

As for expense, in one of our banks 
the same force is required under the 
new plan of 100 per cent analysis as 
was required under the old plan, with 
11,000 accounts under analysis instead 








Comparative Revenue 
Figures 
May to August, 1935 


The figures given below 
show the revenue from serv- 
ice charges both before and 
after the adoption of the 
single standard analysis plan 
by the two banks. Bank 
Number One collected its 
first revenue under the new 
plan in July; Bank Number 
Two in August. 


Bank Bank 
Number One Number Two 


May $2,633.82 $2,609.81 
June 2,596.93 2,624.50 
July 4,867.58* 2,597.37 
August 4,743.27 5,380.15* 


(*The first month for which collections 
were made under the new schedule.) 




















of 1,100. In the other of our banks, 
the same force is at work in the 
analysis department but as a direct 
consequence of the changed methods 
there is a smaller force at work in 
proof, transit, and clearings, which has 
permitted transferring some people to 
other departments; in this bank, 11,000 
accounts are now under analysis in- 
stead of approximately 500. And the 
bank with the same force expects a 
reduction in required clerks, which will 
permit transferring some workers to 
jobs in other departments; this is the 
institution which got started later than 
the other. As a matter of fact, both 
institutions see methods by which jobs 
now performed by hand can be mecha- 
nized, and when we get around to 
this, both banks should show further 
material savings in analysis cost and 
in the departments which handle the 
checks immediately after the analysis 
figures have been taken off. 

Both banks have made careful 
studies of the effect on close-outs of 
accounts, with the idea of ascertaining 
more definitely than is otherwise pos- 
sible just how this is being taken by 
depositors. It is needless to detail the 
figures here, because they mean a lot 
only to those of us familiar with the 
particular institutions. But certain 
conclusions stand forth beyond mis- 
taking. 

First, both banks have more than 
three-quarters of their number of 
accounts with balances under $200. 
These small accounts represent a 
negligible percentage of dollars on 
deposit, somewhere under 5 per cent 
in each bank. These small accounts 
likewise represent only a small propor- 
tion of checks drawn on us, though far 
more than 5 per cent. They do, how- 
ever, represent a slightly greater pro- 
portion of deposit activity, and they 
represent a very much greater propor- 
tion of ledger entries. 

In both banks, there has been a 
negligible change in the number of 
accounts since the new schedules went 
into effect. There has, however, been 
a distinct change in character of 
accounts. The incoming accounts 
have been, for the most part, large 
enough to be not particularly costly 
to the banks even if there were no 
service charges. The outgoing accounts 
have been chiefly very small accounts, 
withdrawn because the banking service 
is not sufficiently valuable to these 
small depositors to justify the moderate 
charges assessed under the new sched- 
ule. This is, of course, just another 
way of saying that these small ac- 
counts were not economically justified 
in obtaining banking service, since 
they cannot afford to pay the bare 
cost of this service. As an idea, one 


of these banks computes (as nearly as 
this can be reduced to precise mathemat- 
ics) thatit has lost 400 such (See page 24) 
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Sumplifying SAFE 
RECORDS 


Deposit 


The object was to get 
all essential records 
into one printed form 


Below is the combination form worked 
out by The First Trust Company. At 
the right is a view of the bank’s safe 
deposit department 











by 
C. E. HINDS 


Treasurer, The First Trust Company of Lincoln, 
Lincoln, Nebraska 


FEW years ago we came to the 
conclusion that our safe deposit 
record system was unduly cum- 

bersome. We were at that time-—it 
was back before the big rush of safe 
deposit business —using two people in 
the vault to handle the records and the 
renters. We had about 3,800 boxes 
rented and in use. And the routine 
simply struck us as heavier than it 
should be. 

So we sent around to several dozen 
banks to obtain their systems. For 
perhaps a year, whenever we visited 
another bank we looked over its 
installation and obtained its forms. 
And our general conclusion, after all 
of this research and study, was that the 
rest of them were using methods quite 
as complex as our own. 


CONTRACT i 
Reart 2S. Uncle, Neb, SHEN 9 2 
Received from The First Trust Company of Lincoln, Nebraska, reatel . for swntel paid i E 
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COPY OF LEASE 





Finally we gave up the search for an 
existing method which would meet our 
ideas of desirable simplicity. We 
decided to do our own system design- 
ing in this situation. And eventually 
we worked it out. 

As we size it up, there are four 
integral parts to the necessary records 
in renting a safe deposit box: 1. The 
lease; 2. Tne customer’s copy of the 
lease; 3. The ledger card on which the 
rentals will be entered as long as the 
box renter keeps the box; 4. The con- 
tract. There may be, and usually is, 
the additional appointment of deputy. 
Finally, when the box is given up, the 
bank must have the release of the 
renter. 

Classifying all of these assorted 
items, we found that they fall into 
three classes: A. Customer’s own 
record of the lease; B. Accounting 
record, the ledger card; C. All the 
rest, contract, bank’s copy of the 
lease, appointment of deputy, and 
release. 
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Our goal was to get all of this on one 
sheet of paper, so that the clerical 
work of renting a box would be reduced 
to a minimum, and so that the filing 
of records would be equally simplified. 
How it was done is shown by the form 
reproduced on this page. On one 
side of a sheet is the lease; the block 
of equal size containing contract, 
appointment of deputy, and release 
comes just below; at the bottom is 
another block of equal size, containing 
the customer’s copy of the lease. This 
arrangement of the forms makes it 
possible to fold the form so that with 
one sheet of carbon we obtain a copy 
of signature, dates, box number, and 
so forth, on the customer’s copy. Tae 
customer’s copy is now torn off along 
the perforation, and the customer 
fills in the contract containing his 
signature and address, his deputy’s 
name, his signature to the appoint- 
ment. The deputy, if accompanying 
the renter, also signs. And the record 
is now complete except (See page 28) 
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Director Clutchbill loaded the collateral, which consisted mostly of some very old furniture, into the twenty-foot launch 


Director (QLUTCHBILL 


HE directors of the Ferndale 
National Bank had been grinding 
at the semi-annual examination 
for a day and a half when they came 
across an antique note in the files 
which all by itself threatened to drag 
the common stock up into daylight 
and spill a dividend. 

“Well, for the love of Mike! What’s 
this!!’’ gasped President Perkins, 
stopping and scowling. “I don’t 
remember this note. Been here a long 
time, too. Issam V. Terry . . . $750 on 
demand. Collateral household 
goods. It’s got your initials on it, 
Mr. Clutchbill. How about it?” 

Director Clutchbill nodded quietly. 
‘““Interest’s paid, ain’t it?” 

“Paid to last January Ist... no 
July lst interest endorsed.” 


“Huh, that’s queer. Issam always 
sent that interest in on the dot. 
Maybe he’s dead.” 

“Well, if he is, so’s_ this note,” 
growled President Perkins. 

The other three directors sitting with 
chins in cupped palms around the 
littered directors’ table screwed their 
eyes around on their oldest member 
while he clawed out his spectacle case 
and mounted his reading glasses. 

President Perkins handed over the 
note and leaned back with a bored look. 


““\7EAH, Issam must be dead,” mut- 

tered Mr. Clutchbill. “‘He never 
missed his interest payment. He was 
a brother to Amelia Webb, now 
deceased, who used to live over beyond 
the bridge here in the village .. . they 


was good folks —perfectly good folks.” 

“Too good for us, it turns out,” 
returned President Perkins. 

“Redskin Terry, that’s what he was 
called,” went on Director Clutchbill 
as one talking out of the past, “‘was a 
Government lighthouse keeper on Gull 
Island over on the Lake. He was a 
great critter to pick up curios.” 

‘“He’d have certainly bought back 
this note, then, if he could have seen it. 
Look at it! Looks like beavers’ work 

. all gnawed around the edge from 
handling year after year. But not so 
bad but your initials stayed on, Mr. 
Clutchbill.”” President Perkins fixed 
an unwinking pale eye on the old 
director and got a sniff and a 200-watt 
polar light in return. 

“Better write it off . . . better write 
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An antique note threatened 
to drag the common stock 
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up into daylight 


it offf’ droned Director Spearhawk, 
working his withered yellow jaw open 


and shut twice. “Might ’s well get 
this bank down to hardpan if there is 
any bottom anywhere.” 

‘Well, anyone want to bid on this 
note?’ inquired President Perkins. 

“Pll give $750 and interest for it.” 
drawled Director Clutchbill with a 
crafty slowness in his voice. 

Director McTavish opened his eyes 
and examined Mr. Clutchbill. Mr. 
McTavish had been fetched from the 
land of the bagpipe at an early age but 
not before he had absorbed his full 
quota of interest in a shilling. And 
when President Perkins opened his 
astonished beak to declare the note 
sold Mr. McTavish held up a retaining 
hand and said, ““Uck! Uck!”’ 

“Heh? You object, Mr. McTavish?” 


COLLE 


‘*T would like to see what the chattel 
mortgage describes for property,” 
purred Mr. McTavish. 

“Oh, my Gosh! Why wait?’ put in 
Mr. Spearhawk’s lean face. ‘“There’s 
probably the usual pair of work horses 
feeble in 1906 and now deceased, four 
knock-kneed cows all black with red 
ears and 107 pullets, more or less, all 
kept on our home farm as our interest 
doth appear, and all insured for $2,000 
but no premiums paid since 1774. . 
Let Clutchbill have it!” 

“Oh, we'll examine the mortgage — 
we'll examine it,’’ uttered President 
Perkins, impatiently punching a buzzer 
button which in the front office 
sounded like a wasp with the croup. 

The summons fetched Cashier John 
Atwood who appeared, disappeared 
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Illustrations by Harold Flucke 


and reappeared with the time-soiled 
mortgage. 

President Perkins snapped it open 
like a napkin and read: 

* Set of chairs marked ‘‘Falmouth”’; 
sofa marked ‘‘Pelham Manor’’; collec- 
tion of Indian arrowheads (800 more 
or less); human skull marked ‘‘Mo- 
hawk” (note: bullet hole in side of 
skull and three teeth missing); oil 
painting marked portrait of General 
Wolfe at age of 16; small silver cup 
engraved with coat-of-arms; 48 but- 
tons each marked with ‘76’ sur- 
mounted by word “‘Hindoostan”’ (note: 
said to be from Duke of Wellington’s 
troops).’ ”’ 

President Perkins laid down the 
mortgage and glared around the table. 
“Pll see if old Redskin Terry is 
alive,” stated Mr. Clutchbill, pulling 


T 


the desk phone by its tail along the 
table. 

After a long-distance call, a long wait 
and a brief conversation with the 
Customs on the. Lake Mr. Clutchbill 
turned to the directors. 

“He’s dead. He passed out last 
June. I'll still give $750 and interest 
for the note and mortgage.”’ 

“T’ll gamble $760,” burst out Direc- 
tor McTavish. 

“What in Sam Hill is the mystery 
about this note!’ thundered President 


Perkins. ‘‘You’d think it was a bag of 
diamonds... I’d rather have a yearling 
heifer.” 


“lm just proving to yuh,” said 
Director Clutchbill, feeling knowingly 
of his goatee, “that you’ve got to 
know your collateral when you make a 


It looked as though Mr. Clutchbill 
was stuck at last... There were his 
initials on the note. 
the maker was dead. And the collat- 
eral didn’t look any too promising 
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Furthermore, 


by 


FRED COPELAND 


Cashier, The Randolph National Bank, 


Randolph, Vermont 






loan. That note has got my initials 
on it and I’m going to stand back of 
them. I know that collateral because 
I haven’t lived all my life in Ferndale 
and picked burdock burrs off heifers’ 
ears ... and it appears our co-worker, 
Mr. Andrew McTavish, who has come 
to life for some strange reason, has 
heard of other collateral besides 
heifers.” 

“Tl bet,” stated President Perkins, 
‘“‘a bottle of Scotch liquor neither one 
of you can collect but I’m going to 
give you the job, Mr. Clutchbill.”’ 

“Tl take the bet,’’ nodded Director 
Andrew McTavish. 


HAT week-end Director Clutchbill, 

carrying in a breast pocket the note 
and mortgage of Redskin Terry, got 
off a train at Rutlington on Lake 
Champlain. Instead of rushing up 
into the business section of the city as 
is common with travelers he wandered 
south a block and walked out past 
warehouses to a long dock which gave 
him a view of the great inland sea 
which separates the states of Vermont 
and New York. 

It was a soft autumn evening. Far 
across the water now glowing with the 
rubies of the sunset’s afterglow a 
single star on a level with the eye 
flashed in the west. It was the light 
on Gull Island, the former home for 
thirty years of old Redskin Terry. 
There he had lived alone keeping a 
never-failing light by night and by 
day exploring the numberless points 
and bays along the great lake where 
lived the descendants of those who 
had crept up into the Valley of Cham- 
plain after the days of the French and 
Indian wars had changed it from a war 
trail to an English countryside. 

On the south of the dock where 
Mr. Clutchbill stood a slip ran in 
forming a basin. At its head some 
forty boats were moored about a boat- 
house which had already begun spread- 
ing out on the water two great fans of 
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mellow light from its two doorways. 
The old director marched promptly 
back along the dock to a short flight 
of steps which led down to the boat- 
house. 

“I wonder if I could get over to Gull 
Island tonight,” he inquired of a man 
of about his own age who sat with 
others in arm chairs. 

“It’s five miles out to the Island... 
I’li takeyou over for $5,” stated the man. 

The old boathouse keeper got Mr. 
Clutchbill nicely tucked in a poncho 
in a low-hung mahogany-colored boat. 
They cast off and the boat spoke with a 
throaty gurgle at the stern, then went 
into a hum followed by a roar that 
lifted the boat half out of the water. 
With a fan of spray flying far away 
on each side they shot past the south 
end of the long breakwater and hit the 
open. There was but a slight sea and 
before the long northern afterglow had 
faded they were riding a gentle swell 
beside the Government dock at Gull 
Island. 

“Better wait till I go up and see if I 
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can rouse the lighthouse keeper,” 
suggested Mr. Clutchbill as he climbed 
up a short upright ladder to the dock 
floor. 

“Here he is now,” announced Mr. 
Clutchbill’s skipper. 

“Good evening, mates!’ came a 
voice. 


ME: Clutchbill struggled to his feet 
and looked around. Coming toward 
him was a man in a small peaked cap. 
“Oh, huh, glad I found yuh,” 
panted Mr. Clutchbill. “I’ve come 
over to look over certain personal 
effects of the late Redskin Terry.” 
“Glad of company .. . show you 
anything.” 

“How long you going to be here,” 
called up the skipper of the speed 
boat. 

“Better stay the night,” invited the 
lighthouse keeper. ‘‘We’re always 
crazy for company, wife and me. I’ll 
take you back in the morning.” 

“Well, huh, that’s certainly friendly 
... guess I'll do it.””, And then to the 








Loans Up To $50,000. A 24-page, 
illustrated klet prepared by the 
Federal Housing Administration cover- 
ing especially the subject of moderniza- 
tion loans for apartments, multiple 
family dwellings, hotels, stores, hos- 
pitals, schools, colleges, orphanages, and 
manufacturing and industrial plants. 


. Which Plan of Posting Is Best 
for Our Bank? Senior operating 
officers who are interested in studying 
variations in present methods of post- 
ing depositors’ checking accounts will 
find this book of particular interest. 
A pleasing and impartial presentation. 
It covers sixteen pages and is illustrated. 


Bullet-Resisting Plate Glass. A 
technical report on the efficiency of 
bullet-resisting glass in withstanding 
gunfire. This report gives the results 
of tests on different thicknesses of 
glass, from 4” to 1%” of fire from 
revolvers, automatics, sub-machine 
guns and rifles. 

Air Express Rates and Informa- 
tion. A handy, ready-reference folder 
that gives per pound rates, including 
pick-up, insurance, and delivery, as 








FREE BOOKLETS 


New Releases That Will Interest Bank Officers 


BOOKLETS STILL AVAILABLE 


Keep Posted—Write for Copies 


These booklets are offered free by nationally-known institutions, and are.listed by 
The Burroughs Clearing House as a service to keep bank officers posted. Mention the 
booklets desired by name. Address: The Editor, The Burroughs Clearing House, Second 
Boulevard and Burroughs Avenue, Detroit, Michigan. 








Facts About A Casualty Com- 
pany. A pocket-size, 32-page booklet 
that is of especial interest because it 
presents in concise form a summary of 
casualty coverages, including fidelity 
and surety bonds. This was originally 
intended only as an informative book- 
let for this company’s representatives. 


A Career in Life Insurance 
Representation. If you include in 
your acquaintanceship any men or 
women who you feel would find 
opportunity in a career in life insurance 
ask us to send them a copy of this 
booklet. They will find it well worth 
reading. It contains thirty-six pages. 


well as elapsed time in transit of air 
express shipments between all principal 
cities. It also gives rules and regula- 
tions covering shipments acceptable for 
air express. 


Concrete Improvements Around 
the Home. A booklet particularly 
suited for bank officers interested in 
modernization. It shows the numerous 
uses of cement in home-building, 
modernization, and beautification. 














speed boat’s skipper: “Here, mate, 
here’s the $5 . . . going to stay the 
night.” 

A head, shoulders and reaching hand 
appeared over the edge of the dock. 

Mr. Clutchbill placed a five-dollar 
bill in the hand and followed the light- 
house keeper up a tiny, steep gravel 
path to a trim lawn in the center of 
which perched a stone cottage with a 
high, white tower glowing at its top 
through glass faces made in Paris years 
ago and still brilliant as a diamond. 

It was supper time and Mr. Clutch- 
bill sat down with the lighthouse 
keeper, his wife and a very little light- 
house keeper with a scratched nose. 
There was, too, a yellow dog which 
brushed against the old director in a 
friendly way. 

After supper Director Clutchbill 
showed the lighthouse keeper the 
chattel mortgage and note given by 
Redskin Terry. 

“Well, I guess the stuff’s all here,” 
nodded the lighthouse keeper. ‘Old 
Terry had no relatives and not much 
property more’n what’s in them papers 

. so it’s yours. Want to look at it 
tonight?” 

Mr. Clutchbill nodded and rose. 
With a lantern the two men went out 
into a work shop and examined the 
objects there. An old.sofa stood out 
most prominent. It was seven feet 
long and had queer arm pieces the 
shape of a decorative T. There was a 
peculiar grace and charm to the piece 
of furniture which kept one looking 
at it again and again. After a great 
deal of hunting on their knees, the 
words “Pelham Manor” were dis- 
covered on the rear of the back panel. 

“That’s the old girl, all right,” 
nodded Director Clutchbill. “It is so 
entered in the mortgage description.” 


NEAT a set of six chairs were matched 

together. They were as exact as if 
they had come out of a mold and 
marked on the bottoms ‘‘Falmouth.” 
An even peck of Indian arrowheads 
were found in a box in a corner which 
contained a human skull. 

“T’ll be glad to see that go,” ejacu- 
lated the lighthouse keeper firmly. 

Almost black with age and dust a 
single framed something was lifted 
from high up on a nail. 

‘““Must be the oil painting,” smiled 
Mr. Clutchbill. ‘“‘Let’s take it in to a 
stronger light after we’ve located a 
little silver cup of some sort engraved 
on the side.” 

It was finally found in a tool chest 
and was full of tacks save at the bottom 
which contained a mess of old military 
buttons marked with the regimental 
number 76. 

“Huh, we found ’em quicker’n I’d 
thought,” said the lighthouse keeper. 
*“*Let’s take ’em in.” 

‘Hm-m! what’s this,” (See page 26) 
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meaxcnt Court 
DecIsIONS 


by 


CHARLES R. ROSENBERG, JR. 


The legality of providing for collection fees... Delay in 
asserting rights may work against trust beneficiaries ... A 
point applicable to negotiable notes taken in merchandise 
financing . . . Danger in notes secured by borrowed collateral 


Collection Items 


A bank received an _ out-of-town 
check with its deposit slip on which 
was printed the following: 

“In receiving items for deposit or 
collection, this Bank acts only as de- 
positor’s collecting agent and assumes 
no responsibility beyond the exercise 
of due care. All items are credited 
subject to final payment in cash or 
solvent credits. This Bank will not be 
liable for default or negligence of its 
duly selected correspondents nor for 
losses in transit, and each correspond- 
ent so selected shall not be liable except 
for its own negligence.” 

The pass book contained a notice to 
the effect that collecting banks on out- 
of-town items were agents of the de- 
positor and that the depository bank 
assumed no responsibility for their 
neglect, default or failure. 

The collecting bank in another city 
collected the depositor’s item, but the 
forwarding bank became _ insolvent 
before the collecting bank remitted. 
The collecting bank accordingly ap- 
plied the amount of the item to a debt 
which the insolvent forwarding bank 
owed the collecting bank. 

At suit by the depositor against the 
collecting bank, the court ruled that 
the collecting bank was liable to the 
depositor, as the forwarding bank was 
the depositor’s agent for collecting the 
item, and the collecting bank was a 


subagent. The provision in the de- 
posit slip that items were credited 
subject to final payment did not relieve 
the collecting bank. (Leonardi vs. 
Chase National Bank, 11 Federal 
Supplement, 85.) 


Trust Beneficiary 


Delay on the part of the beneficiary 
of a trust in asserting rights in the trust 
may cause a loss of those rights accord- 
ing to a recent West Virginia decision. 

By will a testatrix left her entire 
estate to her executor as trustee to be 
held in trust for the granddaughter of 
the testatrix. The will provided that 
the trustee should devote and apply 
the income or so much thereof as might 
be needed for the maintenance and 
support of the granddaughter during 
her life. The principal was to go to 
other parties at the death of the grand- 
daughter. 

For a number of years the grand- 
daughter received a large income from 
the trustee, more than enough for her 
maintenance. Actually, the entire in- 
come from the estate was considerably 
in excess of the income paid to this 
beneficiary. The bank invested this 
surplus income as part of the principal. 
The beneficiary raised no question as 
to the surplus income and seemed en- 
tirely satisfied with what she was re- 
ceiving until after a number of years 
she brought an action to require the 


bank to pay over to her the accumu- 
lated surplus income of past years. 

While deciding that the beneficiary 
was entitled to the entire net income 
of the trust, the court would not per- 
mit her to recover the surplus income 
of past years. Having permitted that 
surplus to become part of the principal 
for reinvestment she should not now 
in good conscience, said the court, be 
permitted to disturb it. (Sweeny vs. 
Security Trust Company, 180 South- 
eastern Reporter, 897.) 


Borrowed Collateral 


A recent Missouri case is a reminder 
that banks taking negotiable securities 
as collateral may unexpectedly find 
themselves unable to enforce their rights 
in such collateral. In the case referred 
to, the bank was held, under a not 
uncommon set of circumstances, to 
have notice of a defect in the title of 
the person negotiating the securities. 

The treasurer of a corporation had a 
loan with a bank, which was demand- 
ing additional collateral. An officer of 
the bank urged the borrower to give 
the bank as collateral certain negotia- 
ble securities issued by the corporation 
of which the borrower was treasurer. 
In response to this suggestion, the 
borrower did so with the approval of 
the president and vice-president of the 
corporation. 

Later the corporation sued the bank 
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to recover these securities. The court 
held that the bank had knowledge that 
the securities did not belong to the 
corporation treasurer who used them 
as collateral for his loan, and that 
therefore the bank was not a holder in 
due course of the negotiable securities. 

As to the approval and ratification 
of the transaction by the president and 
vice-president of the corporation, it 
was decided that this was not sufficient 
to protect the bank because the cor- 
poration had charter powers to guaran- 
tee the obligations of others only where 
such guarantee was advantageous to 
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the corporation itself. This transaction 
being of no advantage to the corpora- 
tion, the guarantee had no legal effect. 
Citing with approval the decision in 
a similar case, the court said: 
“Undoubtedly the general rule is 
that one who receives from an officer of 
a corporation the notes or securities of 
such corporation, in payment of, or as 
security for, a personal debt of such 
officer, does so at his peril. Prima 
facie the. act is unlawful, and unless 
actually authorized the purchaser will 
be deemed to have taken them with 
notice of the rights of the corporation.” 

















Cash and Due from Banks 


Other Investments 

Call Loans to Brokers 

Other Loans Upon Collateral 
Commercial Paper 


Miscellaneous Assets 
Interest Accrued . 


Capital Stock ... . 
Surplus .. 

Undivided Profits ‘ 
Reserved for Contingencies . 


Miscellaneous Liabilities . . 


Deposits . 


Personal $887,468,213.81 


< 





Founded 1812 


THE 
|| PENNSYLVANIA COMPANY 


For INSURANCES ON LIVES AND GRANTING ANNUITIES 
Member of Federal Reserve System 


PHILADELPHIA 
4 SEPTEMBER 30, 1935 > 
RESOURCES 


U.S. Government Securities (Par Value $52,302,000) 
State, County and Municipal Securities 


Reserve Fund “‘Cash Sateneest in Trust eniinne” 


Bank Buildings, Vaults end Deuteenat 
Customers’ Acceptance Liability . 


LIABILITIES 


Reserved for Taxes and Expenses . 
Dividend Payable October 1, 1935 . 


Letters of Credit and Acceptances 


United States Government obligations and other securi- 
ties carried at $20,608,491.09 in the above statement are 
pledged to secure Government, State and Municipal 
deposits and for fiduciary purposes, as required by law. 


TRUST FUNDS 


The Deposits of this bank are insured by the Federal Deposit Insurance 
Corporation, in accordance with the Banking Act of 1935. 





$66,277,710.12 
52,115,321.88 
9,988, 742.23 
25,023,152.93 
13,500 ,000.00 
42,231,139.58 
20,568,489.37 
8,832,094.31 

° 4,918,482.88 
913,266.06 
1,906,206.40 

1,200 000.04 


$247,474,605.80 





eee ae $8,400,000.00 
° 12,000,000.00 
1,733,081.39 

301,727.87 

249,612.19 

336,000.00 

11,606.66 

1,200,000.04 

223,242,577.65 


$247,474,605.80 





Corporate . $1,792,657,823.50 








C. S. W. PACKARD, Chairman of the Board 


» 
C. S. NEWHALL, President 
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(Fidelity National Bank vs. Southern 
United Ice Co., 78 Federal Reporter, 
Second Series, 438.) 


Merchandise Financing 


In a recent case involving a nego- 
tiable note, the facts were that a con- 
tract was made for the sale and pur- 
chase of a certain piece of equipment 
and a negotiable note was given in 
connection with this contract. It ap- 
peared that one of the terms in the con- 
tract provided that the seller was to 
maintain repair service free of charge 
on the equipment for a period of five 
years. 

The seller negotiated a promissory 
note before maturity for value to a 
holder in due course. About three 
years later an alleged breach of the 
contract occurred by reason of the fail- 
ure of the seller of the equipment to 
maintain repair service. The question 
was whether this breach of the con- 
tract could be set up against the holder 
of the note. 

Referring to previous decisions on 
this point, the court said: 

“The breach of an executory con- 
tract which is the consideration for a 
negotiable promissory note is not a de- 
fense against such note in the hands of 
an indorsee for value before maturity 
even if he had notice of the contract, 
unless before taking the note he also 
knew of the breach. It cannot affect 
the negotiability of a note that its 
consideration is to be thereafter re- 
leased, or from some contingency it 
may never be enjoyed.” 

This case would appear to be ap- 
plicable to the rights of banks dis- 
counting notes received by sellers of 
merchandise on installment terms. 
Defects in the merchandise cannot 
affect the maker’s liability on the note. 
(Thal vs. Credit Alliance Corporation, 
78 Federal Reporter, Second Series, 
212.) 


Modernizing the 
Bank 


(From page 5) grilles alongside the win- 
dows directly in front of the speaker, 
so that we avoid any impression of 
ghostly voices. And there is no greater 
difficulty, when visitors have extended 
business with us, to admit them to the 
enclosure than before. In fact, a 
number of visitors have commented 
that they feel a lot more comfortable 
sitting behind bullet-resistant glass 
than out in the open; even customers 
are well aware, these days, of the 
hazards of spending much time in an 
unprotected bank! 

The lighting of the entire bank is 
extremely modern, and far more liberal! 
than is ordinarily found in_ banks. 
Fixtures are of semi-indirect type, with 
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a good deal more of the light coming 
to the work-surface by reflection from 
the ceiling than direct through the 
opal glass bottom of the fixture. This 
results in complete diffusion. There 
simply are no shadows anywhere in 
the bank, except those from strong 
sunlight —and this has to be strong, 
because of the prismatic window glass 
already described. The only clear 
glass in outer walls is that of the front, 
and here we have Venetian blinds for 
use in the morning. In addition to the 
large fixtures, each carrying a 300-watt 
lamp, we have the small wall fixtures 
for local lighting as previously men- 
tioned. It is noteworthy that we have 
not a single desk lamp in the building, 
nor shall we ever need any so long as 
we keep our lighting system in working 
order. 


HE added cage space and lobby 

space is just what we needed for 
handling our peak loads. On Corn 
Products pay day, we pull out of the 
bookkeeping department enough tellers 
to open five paying windows — which is 
about as many as most big-city banks 
run. We keep a few competent tellers 
on bookkeeping the rest of the time, 
and simply do without their book- 
keeping services during the pay roll 
rush. As has been mentioned, we 
used to have lines of plant employees 
out in the street, rain or shine, waiting 
to cash their pay checks. Now they 
melt before the onslaught of those five 
paying windows. The lobby is not 
even comfortably full at the height of 
the pay day rush. And what a dif- 
ference this alone has made not only 
to ourselves but also to the Corn 
Products employees who are our largest 
single source of customers, and to the 
company itself, which pays the bank a 
fair fee for carrying cash and cashing 
employees’ checks. 

It would, I suppose, be possible for 
us, in our pride of the newly modern- 
ized building, to keep itemizing here 
for pages and pages the improvements 
which we now enjoy. The improved 
exterior of the building is worth a page 
in itself! We could mention the book 
vault, an elderly but effective safe 
which we purchased at secondhand to 
protect our cash and securities tempo- 
rarily during the worst of the rebuild- 
ing, and which was subsequently em- 
bedded in the side of the vault en- 
closure to house books, records, and 
the like. We could pick out dozens of 
details such as the brand-new type of 
switch-box, which instead of leaning 
on the fuse to blow and save the 
wiring, simply refuses to permit us to 
put more load on a line than the line 
can stand; if we try it, the switch 
handle simply flips back into the “‘off”’ 
position. And so on. 

The job cost us $28,000, which is a 
lot less than it would have cost five 
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Anmouncing 
a BIG improvement 
in check binding 


The old-style check binder wane AND NOW— 
pretty well until about half the checks . z z 
were used. From then on, writing a DeLuxe Octa-Ring Refillable Binder 


Oa SEES SEE. Pads of checks bound with eight 
rings slide in and out of a new im- 
proved Keratol cover, built for long 
life and rich in appearance. One 
cover is sufficient for many refills— 
A Money Saving Feature worth 
your careful consideration. 





The two-ring binder was a decided 
improvement. It gives a flat opening. 
However, checks frequently tear out 
at one ring when being detached from 
the stub. 





A convenient folder for filing check 
stubs is provided with each filler of 
checks, with space for recording 
Another improvement came with the check numbers and dates. 
development of the Octa-ring binder. ; 

Eight strong rings inserted in round 
holes hold the checks securely. 





































Experience has proved that drilled 
round holes, such as we employ, give 
maximum strength and are superior to 
other types of punching. 


ITS THE LAST WORD IN 
A CHECK BINDER 





De Luxe Standardized 

Business Checks may now 

be obtained in this Binding 
without additional cost. 


DE LUXE CHECK PRINTERS, Inc. 


CHICAGO—NEW YORK—ST.PAUL—KANSAS CITY—CLEVELAND 
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LESS than 


¢ per day 


for one year 





The Egry Speed-Feed, at only two cents 
per day for one year, instantly makes your 
typewriter a billing machine using Egry Con- 
tinuous Forms. Eliminates the handling of 
loose sheets and carbons and the high cost of 
pre-inserted (one time) carbons. Speeds up 
the issuance of multiple copy forms by 50% 
and more. By automatically interleaving and 
removing the carbons the 
Egry Speed-Feed makes 
all time of the operator 
productive. Keeps all 
copies in perfect align- 
ment. 









Attached or detached in 
an instant—puts dual 
performance in your 
typewriters without 
change of typewriter con- 
struction or opera- 
tion. Investigate. 


The EGRY 
Register Co., 
Dayton, Ohio 








Fort Duquesne 
Built 1754 





Portals of 
HOSPITALITY 


Pittsburgh has played an important part in 
the settlement and growth of these United 
States. Here was the far frontier of the 
original thirteen colonies. Today this great 
hotel, symbol of modern hospitality, towers 
high above tiny Fort Duquesne, which for 
one hundred and eighty years has stood “‘at 
the forks of the Ohio,” the last portal of 
hospitality for those headed downstream to 
“Ole Kaintuck.” © Experienced travelers 
recognize this fine hotel as the best address 
and the largest hotel in Pennsylvania. Four 
restaurants .. . the famous 
Urban Roof Garden and the 


air-cooled Continental Bar. 
eee 


Rates from $3.50 Single 
$5.00 Double 


HOTEL 
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years ago and is, we suspect, a lot less 
than it would have cost had we post- 
poned it another two years. It is 
eminently satisfactory in every respect. 
With our newly modernized building, 
we have gained the three advantages 
which we felt the need of for a long 
while. We have modern protection 
against burglary and robbery. We 


(From page 13) substantially to increas- 
ing the knowledge of the 300 who 
attended, and through them has per- 
mitted this knowledge to radiate 
through thousands of other persons. 
We feel that, viewed in the large, it 
has been a real contribution to better 
public understanding of banking in 
our community. Viewed from our 
own selfish standpoint, it has been a 
tremendous value in promoting a 
public appreciation and recognition of 
our new and growing institution as a 
financial factor in the life of the city. 

Our firm conviction, after this 
single experience, is that this type of 
meeting could profitably become the 
custom with a great many banks. I 
see no reason why it would not work 
out as effectively for a very large bank 
as for a very small bank, why it would 
not be just as resultful in a cross-roads 
hamlet as in a city the size of ours. If 
such dinners became the custom, I 
believe that they might help consider- 
ably in the bankers’ efforts to create 
a better public feeling between the 


are equipped to give our customers 
prompt, courteous service such as we 
simply could not give because of our 
old limitations of physical facilities. 
And we now have good working 
conditions for our employees, which 
conditions show up in greater per- 
capita production, decreased errors, 
and greatly improved morale. 


| Something Newin Stockholders’ Meetings 


public and the banks. Also, it would 
go a long way toward substantiating 
and cementing a permanent form of 
confidence which could not be easily 
shaken. 

Our experience has admittedly been 
brief in this field. But we know that 
the experience of other types of 
organizations with dinner meetings 
has proved conclusively that not only 
does such a meeting afford an oppor- 
tunity for a pleasant evening, but also 
that it is profitable to the institution. 
Certainly our experience bears this out. 

We have definitely decided that we 
shall have at least one of these gather- 
ings every year. Thus we officers shall 
have a chance to give the stockholders 
a detailed and extensive report of the 
bank’s standing. They in turn may 
ask the officers any questions which 
they desire. In fact, so successful was 
the first meeting that we are seriously 
wondering whether we might not 
better make it two such meetings, as 
semi-annual fixtures in the bank’s 
fiscal year. 


Co-operative Service Charges 


(From page 16) accounts, with total de- 
posits of $10,000, or $25 average balance 
per account closed because of service 
charges. The experience of the other 
bank has been approximately parallel. 
It is noteworthy that the accounts 
which are now, almost five months 
after adoption of the new schedule, 
closing out on account of charges are 
somewhat larger; in one bank they 
average $60, which is not large 
enough to make any sane banker regret 
losing them. To compensate the 
banks, and leave them doubly satisfied, 
we have had a considerable number of 


| checking accounts sweetened up by 


the addition of funds formerly kept in 
savings accounts. The movement has 
been distinctly noticeable in both 
banks. It merely confirms what any 
student of the subject already feels 
sure of, that the banker who does not 
make adequate charges on losing small 
accounts is simply permitting his cus- 
tomers to commit an unwitting injus- 
tice against him. In one of these 
banks, one well-to-do woman raised a 


PITTSBURGH | considerable argument because on her 
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very small checking balance she drew 
one check, and was in consequence 
assessed fifty cents maintenance and 
four cents for the check. After talking 
it over, she drew $500 from her savings 
account, moved it into the checking 
balance, and everybody is happy! 
There are differences in the operating 
methods employed, and there have 
been differences in the precise methods 
by which each bank sold these ideas to 
its customers. For example, one of 
these two banks computes float by 
converting everything except tiny de- 
posited checks into one-day terms, 
and using this in the computation of 
net balance. The other bank, after 
doing this for a while and keeping 
track of just what was arrived at, dis- 
covered that its average on all float 
items was 2.79 days for collection, so 
has adopted a flat rule of ‘‘Float is 
3 days” on any transit item, except 
that on items of $5,000 or more the 
actual float is used. One bank lists 
the allowed rate of interest on its 
debit ticket; the other does not. There 
are many minor differences, and 
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presumably anyone devoted to flyspeck- 
ing could prove that our charges differ 
on the analysis of identical accounts. 
The fact is, the end results are ex- 
tremely close together. And none of 
us desire to get so technical about the 
other fellow’s plan that we take out of 
him all the fun and enthusiasm for the 
idea. So long as we all hold to the 
spirit of the plan, and keep rather close 
together in our charges to the cus- 
tomers, we believe that we shall all be 
satisfied. The point is, of course, that 
we recognize that we are united in our 
belief in this principle of the single- 
standard service charge, and that we 
trust one another to keep the faith. 
We have complete confidence that 
nobody will knowingly infract the 
regulations. 

One important aspect, the effect on 
customers and on public good will, 
deserves attention. It requires, how- 
ever, very little attention under our 
plan, because no serious problems have 
arisen. It has been our experience 
that neither of us has as yet met a 
customer who was unwilling, once he 
understood what we are trying to do, 
to agree that the bank should have a 
reasonable profit for performing his 
banking services. The individual who 
kicks hardest is the one who, after it 
has all been made clear to him, goes 
out and spends his own good time 
arguing the bankers’ case. 

Folks are fair-minded. To hear the 
claims of a banker who does not be- 
lieve in service charges (which is 
another way of saying, a banker who 
does not know much about them) it 
might be thought that the world is 
full of people who do not wish to pay 
their way. The experience of firms 
selling almost promiscuously on credit 
to unknown customers, and their tiny 
collection loss percentages, is enough 
to refute this. 

The whole point of 100 per cent 
analysis is that it is 100 per cent 
defensible. It means that every man 
pays his own way, pulls his own 
weight, in the bank to the limit of 
exactness of the bank’s cost account- 
ing. It means that good customers 
are not called upon to pay the expenses 
of unprofitable customers, that good 
small customers are not overcharged 
so that unduly expensive small cus- 
tomers may get off at half fare. It is, 
in brief, the one basis on which the 
bankers can get along with their cus- 
tomers, and get along with them- 
selves. Yes, it is even the way by 
which —as we could testify —the banker 
can get along with chain and big- 
corporation treasurers and win them 
over to the side of the service charge. 
And certainly any banker who has 
tried to defend any other kind of serv- 
ice charge to an alert treasurer will 
recognize that this, indeed, is the true 
measure of an effective plan! 


MELLON TRAVELERS ChIEQUES 
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Wherever your depositors may travel, either in this country 
or abroad, Mellon Travelers Cheques will provide them with a 
safe and convenient means of carrying travel expense money. 
Known the world over, they are acceptable everywhere in 
place of currency. By supplying your depositors with Mellon 
Travelers Cheques, you are rendering an appreciated service. 
Besides, you are making a profit for your bank, as these 
cheques are remitted for at face value by the selling bank. 
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HISTORIC 


President Grant's strolls 
“up the Avenue” to the 
old Willard are memorable 
... Leadersoftoday’s affairs 
find themselves again the 
center of National events 
at the modern Willard— 
modern in appointments 
—old in tradition. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


WASHINGTON, D.C. 


H. P. Somerville, 
Managing Director 






















You will enjoy your 
stay at the Bellevue... 
2 youwill enjoy its world 
famous cuisine .. . its 
‘ef smartly modern com- 
«| forts and appointments 
ij! ...its traditional hospi- 
i! tality... Your engage- 
ments, theatres, shops, 
sports and transporta- 





tion are conveniently 
close by. 
Rates as low as $3.50 





Air 
Conditioned 
Restaurant 


BELLEVUE 
STRATFORD 


One of the World’s Great Hotels 
CLAUDE H. BENNETT, General Manager 
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Director Clutchbill Collects 


(From page 20) asked Mr. Clutchbill, lift- 


| ing an old marine lantern off a shelf. 


“Green lens . . . starboard light for a 
sloop, I’d say. Probably washed in 
and old Terry picked it up on the 


| shore. Take it along for good measure.” 


The old director hooked a hornlike 
finger through the ring at the lantern’s 
top. He smiled vaguely. He could 
use that light, and he clung to it as 
though it was his dearest possession. 

The next morning the furniture was 
wrapped in odds and ends of sacking, 
placed in the Government twenty-foot 


| launch and ferried by the lighthouse 


keeper over the five miles to the 


| Rutlington dock. 


Something like an hour afterward 
the curator of the Museum of the City 
of Rutlington heard his office door 
open and upon looking over the edge of 


| a ponderous volume of history dis- 


| standing in the doorway. 


covered an elderly man with a goatee 
A salt bag 


| hung heavily from one of the visitor’s 








hands and a flat, newspaper-covered 
parcel was under his arm. 

“I’ve fetched you a little present for 
the Museum,” said Mr. Clutchbill 
modestly. 

“Present! Present! ! My good man, 
come right in! Take this easy chair 


| by the window.” 


After leaning the paper-covered oil 
painting against the wall, Mr. Clutch- 
bill sat down and excavated from the 


| salt bag the little silver cup marked 
| with a coat-of-arms. 


This he dropped 
into a side pocket and handed the bag 
to the curator. 

“Pour ’em 
Mr. Clutchbill. 
none.” 

The curator made a place on his 
desk and dumped out a human skull 
and upwards of 800 perfect arrow- 
heads in all the various colors of flint, 
brown, blue, red, gray and the pure 
white of quartz. Several English mili- 
tary buttons marked with the 76th 
regiment peeped up among the arrow- 
heads. 

“Bless my soul!’ ejaculated the 
curator, ““you must have found a whole 
Indian village.” 

“No, they came to me under a mort- 
gage. Think you can use ’em?” 

““Why, my dear man! we’re delighted 
to have them! It'll put a blinker on 
every other arrowhead collection in 
the state.” 

“Well, you’re welcome to ’em. 
You can mark ’em as a gift from the 
Ferndale National Bank of Ferndale, 
Vermont. Now here’s something I’m 
duty bound to realize on,” said Mr. 
Clutchbill, fetching out of his pocket 
the little silver cup and handing it out. 

“Well, I never!’ gasped the curator. 
‘You know what this is?” 


right out,” suggested 
“It won’t hurt ’em 
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“Merely a cup. . 
say.” 

‘“‘These arms engraved here are the 
arms of the Marquis de Montcalm.” 

*“You mean the old French general?” 

“The same. He was on the Lake at 
Ticonderoga for a long time in 1758.” 

“‘Hm-m, it had slipped my mind. 
The cup must be valuable.” 

“Very. I wish we could buy it. Is 
it for sale?” 

““Yes, I must realize on it to clear a 
debt.” 

“I don’t say you couldn’t get more 
for it, but how would $100 do?” 

“It’s yours!’ said the old director, 
hardly able to get his jaws open quick 
enough. 

‘*‘Now here’s another queer thing,” 
he went on, going over and fetching the 
oil painting he had leaned against the 
wall. 

“Huh! By George!, it’s a real old- 
timer,’’ gasped the curator when the 
paper covering was removed. “Hard 
to make much out though. Let me 
clean it a bit.” 


. silver I should 


THE curator carried it eagerly from 

the office only to return shortly with 
the remark he had removed the surface 
dirt from the canvas. He sat down 
at his desk and picked up a powerful 
reading glass. For a long time he 
puzzled over one corner. Finally he 
looked up. 

“Do you realize who painted this 
picture?” he inquired, breathing bro- 
kenly-through his nose. 

Mr. Clutchbill shook his head. 

““George Romney!” 

“You can’t mean any of the Rom- 
neys of Locust Creek.” 

“Heavens ...no! George Romney 
... the great English portrait painter. 
I don’t know what this picture is 
worth .. . certainly far more than we 
can afford to pay.” 

“Well, how would you like the job 
of selling it for me on commission?” 

“I'd love it.” 

“Then, I'll leave it. I wonder if 
you'd be interested in seeing a sofa 
and some chairs down at the dock that 
go with the same litter of stuff I’ve 
been showing you?” 

“Would I?” The curator trotted 
eagerly to a corner and snatched a gray 
hat off a hatstand. 

The curator, Mr. Elija Mousing, led 
the way to the dock at a pace Mr. 
Clutchbill found hard to follow. When 
the sofa and chairs were revealed he 
went into a fit of exclamations. 

“They are very ... very valuable!” 
he breathed hoarsely. ‘Far beyond 
any funds we could raise at the 
Museum, but I’ll sell them in New 
York, if you say the word.” 

“Go ahead, I'll trust yuh to get 
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what you can... take out what’s right 
for yourself and send the rest to me 
at Ferndale.” 

It was so left and Mr. Clutchbill 
returned on an evening train. 

At the next weekly meeting of the 
board of directors President Perkins 
opened the meeting by informing the 
board Mr. Clutchbill would report on 
the Redskin Terry chattel mortgage. 

“It will take a bit of time for the 
returns to come in,” explained Director 
Clutchbill. 

On the following second, third and 
fourth weeks President Perkins opened 
the directors’ meeting with a request 
for a report on the Redskin Terry 
mortgage. Each time Mr. Clutchbill 
answered, “Nothing to report,” at 
which President Perkins would smile 
broadly and look knowingly around 
the table. 

But when the sixth weekly meeting 
opened Director Clutchbill had his 
musket poised. At the first yelp out 











of President Perkins his hand darted 
into a breast pocket and came out with 
a long envelope. 

“The old Terry chattel mortgage 
sold off as follows,’’ he pronounced in a 
firm voice. ‘The sofa proved to be a 
genuine Duncan Phyfe and went for 
$1,000. The six chairs were real 
Chippendale and brought $100 apiece. 
The painting was by the hand of the 
famous English painter George Rom- 
ney and fetched $5,000. I sold the 
silver Montcalm cup for $100, and 
gave the skull, arrowheads and mili- 
tary buttons to the Rutlington 
Museum to prove the Ferndale Na- 
tional ain’t wholly a skimming station. 
All told it comes to $6,700, and as old 
Redskin Terry had no heirs it’s all ours 
and here’s the check to prove it.” 
Mr. Clutchbill held up a yellow piece 
of paper. 

President Perkins who had been 
leaning closer and closer to Mr. Clutch- 
bill jerked back at the check, ran a 
finger around his collar and wiped 
his brow. 

“Oh! I fetched home a little souvenir 
for you boys,” concluded Mr. Clutch- 
bill, reaching under the table and 
twisting a button. 

Instantly a green light came on in 
an unnoticed old marine lantern on a 
bracket in the corner of the room. 

“That, gentlemen, belonged to old 
Redskin Terry. It is the starboard 
light on a sloop. Whoever sees that 
light may proceed with safety. It is 
set up there now to prove to you 
heifer-lovers that when you know your 
collateral you can go ahead without 
fear. And now that the exercises are 
over and President Perkins owes Mr. 
McTavish a bottle of Scotch, I think 
we'll sit right here till Mr. Perkins 
gets it and Mr. McTavish pours... 
there are, I think, five glasses in the 
coat room.” 
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A COMMERCIAL BANK THAT AFFORDS 


ITS CORRESPONDENTS CLOSE CONTACT 


WITH EVERY IMPORTANT INDUSTRY 





CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 














Transfer Your Records Into “‘All Automatic’’ 


EASY SNAP Collapsible Storage File Boxes 


Keeps Them 
CLEAN, SAFE 
and EASILY ACCESSIBLE 


BOTTOM AS WELL AS TOP CLOSES 
“AUTOMATICALLY” 





Requires 


NO PASTING 





Patented 











112 stock sizes for your requirements. Samples and prices sent on request. 





STRAYER COIN BAG CO. (#n# 5p) New Brighton, Pa. 








In writing to advertisers please mention The Burroughs Clearing House 





28 THE BURROUGHS CLEARING HOUSE—November, 1935 














sree STYRON MATURITY CALENDAR 
1” * = ‘ Gives Maturity Dates Every Day 
Saves Time . . . Prevents Errors 
COMPLETE CALENDAR FOR 1936 $7 ;00 
=a Mail Check TODAY—* Mong, Refunded 
Size of Calendar 


13 x 19 inches 


Twelve Sheets O.M. STYRON & CO. wastinétsn's. c. 
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HE XRAY UNE 
a Bookkeeping Equipment 


Efficient operation of the Bank Bookkeeping De- 
partment depends largely upon the equipment used 
in connection with the bookkeeping machines. 





Bankers everywhere find it profitable to use the 
LEFEBURE Posting Trays and Combination 
Cabinet Base Outfits as here illustrated. 





This practical equipment affords the distinctive 
| advantages of convenience and economy in oper- 
ation. It saves time and money in the bookkeep- 
ing department of every bank where it is installed. 
There’s a style for every use. 


Write for descriptive literature and prices. 


LEFEBURE CORPORATION 


Originators and Manufacturers 


3117 First Ave. S. E. CEDAR RAPIDS, IOWA 
- 
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SOW _ one OF AMERICA’S Mey, 
a FINEST HOTELS WITH , 
N EVERY COMFORT AND 0 

LUXURY AT LOW COST 








A castle of comfort for the traveler in 
the very heart of beautiful Baltimore. 
Restaurants equipped to serve 5000 
people daily. 700 Rooms with Bath, Bedhead 














Reading Lamp and Circulating Ice Water. 


FROM $3 SINGLE 


Expert garage attendant will call for 
and deliver your car at the door 


H. N. BUSICK, Managing Director 
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The Burroughs Clearing House 
/ 6 6 N circulated among banks in the United 
e States, are addressed individually to 


Presidents, Vice-presidents, Directors, 
Cashiers and Assistant Cashiers 
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Simplifying Safe De- 
posit Records 


(From page 17) for the ledger card. The 
renter almost never fills in the date 
and the rental, so our clerk does this. 


There is one step involving another 
form, which is a numbered receipt. 
This is filled out and given to the 
renter, along with his key and dupli- 
cate key. A carbon copy of the 
receipt, similarly numbered, remains 
in the department. Now the clerk 
makes the entry of rental and tax on 
the ledger card, which is printed on 
the back of the contract. She makes 
out a visible index strip bearing the 
name and box number, and this goes 
into a master index alphabetically. 
The card containing contract, ledger 
record, and miscellaneous items goes 
into a numerical visible index accord- 
ing to the box number. The depart- 
ment manager at the end of the day 
bundies up the duplicate receipts for 
the day, enters the amounts on a ticket 
and forwards this to the general book- 
keeper. The auditing control is, of 
course, that the receipt forms must all 
be on hand and accounted for in the 
safe deposit department, and that they 
must total out against the receipts 
registered in the general books for the 
auditing period. 


HEN the box renter comes in to 
gain access to his box, he fills in an 
entrance ticket in which he enters the 
box number and signs his signature. 
When the box number is needed, the 
clerk goes to the alphabetical master 
index and finds the number. She 
refers, with no exceptions, to the large 
form in the visible index drawer; these 
drawers, in their cases, form the cus- 
tomer’s counter of the department. 
We make it an invariable rule that the 
signature must be checked on the 
contract, in order that we never give 
access to a box to someone who is 
unauthorized, even though known to 
us. The entrance ticket is time- 
stamped when the customer enters. 
Entrance tickets are filed numerically 
in the department, and these are 
accumulated by the year before being 
placed in the permanent files. 
The system has proved exceedingly 
satisfactory, so satisfactory indeed 
that we now understand it has been 


| sold to other banks by the equipment 


manufacturer whose visible index is 
employed. The results speak for 
themselves. At the time we gave up 
the old, conventional system with its 
several separate forms, we were using 
two full-time employees to handle 
3,800 rented boxes. Since then, with 
the growth of our safe deposit business, 
we have added boxes until today we 
have over 4,900 rented. For this work, 
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we use a full-time girl manager of the 
department, and an assistant who has 
ample time to help out in other depart- 
ments. Mathematically, it figures out 
that we are having more than 3,000 
boxes serviced per employee, as against 
1,900 per employee under the old setup. 
The new system is materially more 
convenient. Customers are waited 
on much more rapidly, at the average 
of about one per minute per employee 
in rush hours. There are just so many 
fewer records to get out of balance, 
mislaid, and otherwise into grief. 


Profits in Country 
Banking 


(From page 8) Our personal pocket books. 
But when it comes to helping out 
someone who has got himself so spread 
out that he cannot get back without 
help, and even then it is doubtful, we 
simply don’t doit. The old-time religion 
of banking was that when a man needs 
new capital in his business, he had better 
go out and hustle for it since the bank 
cannot properly let him have it. We 
hold to that rule, with results surpris- 
ingly good both to the community and 
to ourselves. It has been our observa- 
tion that enterprises which cannot 
obtain adequate capital by selling 
partnerships and stock are usually 
enterprises which the community does 
not really need in its daily life. 

We do, as I have suggested, go after 
profitable business. For example, it is 
rather unusual for a bank the size of 
ours, in a town of 1,000 population, to 
maintain a trust department. We do 
a sizable trust business, which yields us 
a fair profit. We have neither the 
entire set of income sources which we 
should like to have, nor have we all of 
our interest expense down to as low a 
figure as we should like to have it if we 
could get perfect agreement on this 
point among our neighboring banks. 
But we have, after all, nothing much 
to complain about on earnings or on 
expenses. We keep expenses down by 
the same old methods familiar to all 
experienced country bankers, we don’t 
add a dollar of expense unless we know 
it will return us a dollar plus ten cents. 

I have said nothing about bond- 
trading, since this is a source of income 
which exists at one time and does not 
exist at another. We have never taken 
a bond loss, for the reason that we 
never buy any general market bonds, 
buy only municipals which we know 
enough about to feel sure they will be 
paid, and buy governments only of a 
sort which to the best of our knowledge 
we shall always be able to hold to 
maturity if the market should fall 
away. Asa matter of fact, our profits 
during the first half of 1935 on govern- 
ment bond account have been sub- 
stantial. But in the figures these have 
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Newspaper Advertisements 
For Your Christmas Club 


A variety of carefully prepared advertisements in 
small and display sizes, complete in mat form with 
illustrations and distinctive type faces. Available at 
a small charge for your city if not already con- 
tracted for. Write for proofs, without obligation. 


HOLLAND ADVERTISING CO., INC. 
192 Lexington Avenue, NEW YORK 





been omitted, and they may not be 
attributed to much beyond our good 
fortune in having the market main- 
tained by the government. 

All told, however, we have managed 
to scrape together a respectable total 
of profits from the varied sources open 
to us. Earnings for the first six 
months of 1935 were at the rate of 
15.2 per cent annually. It is not an 
exceptional showing for our bank, 
since we have regularly paid dividends 
averaging around 12 per cent for a 
good many years. And when, last 
summer, we renewed our charter we 
paid a 50 per cent cash dividend to our 
stockholders in the reorganization. 

Have I, perhaps, made the case I 
undertook to make for the old-time 
religion in banking? Have I convinced 
you that, as we all were taught in our 
apprentice days if these preceded the 
World War, the only legitimate func- 
tion of banking is to supply the tempo- 
rary needs of customers on _ self- 
liquidating projects, and otherwise to 
obtain collateral adequate to cover 
any loans? And have you come to 
agree with some of us old fogies that, 
after all, the way to make money in 
banking is by not trying too hard to St actu: summeatonmnanttenteeenn 
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For those banks now considering 
changes in their present methods 
of posting depositors’ checking 
account records, this booklet offers 
timely assistance. Impartially it 
explains and compares. Its pur- 
pose is to help these banks answer 
the question ‘‘Is there a more 
economical plan?”’’ 
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“JUST 
WHAT | 
WANT TO 
KNOW" 
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S there a more economical plan for posting depositors’ checking 
account records that will meet our requirements?”’ 


Burroughs has recently published a booklet on the subject which has attracted 
considerable attention among bankers. Without recommending any particular 
system or equipment to handle the work, the booklet gives an analysis of the 
various posting plans now in use. 


A careful reading will, we feel, enable a bank to determine whether any variation 
} inits present posting plan would effect practical economies. If your bank has not 
| received its copy, send us your name on your bank’s letterhead and we shall be 
pleased to send one to you without charge or obligation. 


BURROUGHS ADDING MACHINE COMPANY... DETROIT, MICHIGAN 


Burroughs Adding Machine of Canada, Limited . . . Windsor, Ontario 
Offices in All Principal Cities of the World 
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CANADIAN NOTES ayn COMMENT 





POSTOFFICE SAVINGS 


Recent figures issued by _ the 
Dominion Bureau of Statistics cover- 
ing operations of government post- 
office savings during the six-year 
period from 1929 to 1935 show that 
deposits have remained at fairly steady 
levels. Statistics also indicate the 
complete confidence the Canadian 
public had in chartered banks, trust 
companies and savings corporations 
for evidently at no time in the de- 
pression was there a switch of allegi- 
ance to the government institution. 
In 1929 the postoffice had $28,376,770 
on deposit. At the end of 1931 at the 
height of the depression, this total 
had receded slightly to $24,750,227. 
From 1931 to 1934 the total showed 
only nominal changes with the trend 
slightly downward. At the end of 
1934 the postal savings system re- 
ported $23,158,919 on deposit. 


CHARGES FOR CHECKS 


More and more branch bankers in 
the Dominion are coming around to 
the belief that prolific check-issuers 
- should be put on a “‘pay-as-you-write”’ 
basis. The policies of the various 
banks and their offices vary but the 
service charges applied to customers’ 
accounts at most branches are based 
on the number of checks issued and 
the average monthly balance. A 
charge of five cents a check or a 
minimum fee of fifty cents monthly 
is in force at some branches. 


ORIGIN OF TWO-BITS 


The research department of this 
column submits that the word “bits” 
as applied to money originated in the 
times of the early conquest of the 
West India Islands. Owing to the 
scarcity of coins more than a century 
ago. the old Spanish dollar was cut 
into various sizes and circulated 
throughout the West India Islands. 
These coins eventually found their 
way into the Spanish settlements and 
California. They also circulated freely 
in Florida and Louisiana before these 
states became a part of the union. 
“Bit” currency was later introduced 
by traders into Texas and New Mexico. 
It is now a generally accepted term 
used in describing silver coins in both 
the United States and Canada. 


POLITICAL DENOUNCERS 


The dissemination of misinformation 
on banking and other financial matters 
probably reached a new high level 
for the depression during the recent 
Canadian general election. Many of 
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the candidates campaigned on the 
basis that the more vigor used in 
denouncing financial corporations, the 
better the chances for election. 

The critics appeared to have a free 
hand as only on a few notable occa- 
sions were their statements challenged 
by executives of banks and other cor- 
porations. A business man in com- 
menting on the dangerous half-truths 
uttered by politicians in the last elec- 
tion expressed amazement that such 
criticism was permitted to go uncon- 
tradicted. He stated that when several 
thousand informed senior executives, 
officers and directors of banking and 
other financial corporations remain 
silent and allow erroneous statements 
to be circulated to their detriment, 
they can only expect a public illiterate 
in economics. 


SOCIAL CREDIT PLANS 


The Province of Alberta has 
attracted world-wide attention in elect- 
ing the first social-credit government 
on record. William Aberhart, Premier 
of the Province, will proceed one step 
at a time in applying his new theories. 
The Financial Post of Toronto quotes 
Mr. Aberhart as saying: ‘He would 
balance the province’s budget and 
keep it in balance. He would meet 
every provincial obligation without 
confiscation or repudiation. He would 
make a complete survey of the prov- 
ince’s business before even attempt- 
ing his social credit plan. He would 
take one step at a time and if that step 
proved to be a false one he would re- 
trace it before proceeding further.” 


CO-OPERATIVE BANKS 


The town of Orillia, Ontario, is con- 
sidering a municipally-owned bank. 
The institution would be operated on 
the credit union plan, according to 
sponsors who state that authority 
for establishment of the bank is con- 
tained in an act of parliament passed 
many years ago. The Province of 
Quebec pioneered in the establishment 
of co-operative unions when Alphonse 
Desjardin, in 1900, started the first 
co-operative bank in North America 
in the town of Levis. There are now 
162 such banks in the Province of 
Quebec. In 1933, these banks had 
37,688 depositors and 10,784 _ bor- 
rowers. Loans totaled $1,682,551 and 
gross profits were $452,220. Four 
per cent interest was paid on deposits. 





CLEARING HOUSE ITEMS 


The Trades and Labor Congress of 
Canada at its annual conference passed 
a resolution asking for nationalization 
of the Dominion banking system . 
Canadian banks closed two branches 
in August and opened no new offices. 
Branches of chartered banks at the 
end of August totaled 3,637 . . . The 
Retail Credit Grantors’ Association of 
British Columbia seeks to unite the 
province in one combined credit unit. 
The organization has been formed for 
the purpose of improving relations 
between merchant creditors and debt- 
ors and solving credit problems... The 
Newfoundland Savings Bank is em- 
powered to refuse deposits from per- 
sons living outside the country. Inter- 
est rates have been adjusted and 
deposits exceeding $5,000 must be 
approved by the advisory board... 
The Province of Alberta will make an 
issue of “prosperity” bonds . . . The 
paradox presented by the annual 
statement of the Canadian Credit 
Institute deserves space. This mutual 
organization, which teaches young 
Canadians to watch credit ratings and 
fight against the dangers of insolvency, 
reports a small deficit for the second 
year in succession. Members agreed 
that the “‘stigma”’ should be removed. 
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Automobile Loans 


(From page 11) We do nothing to give 
the impression that we are broad- 
casting this service. If one of the 
agency customers is interested he will 
call the insurance office and _ that 
office will then turn him over to us. 
The amount of business that is being 
turned our way from this source 
indicates that there is full co-operation 
from the insurance fraternity. 

To an extent, this policy of ours in 
connection with the insurance men is 
typical of our entire automobile loan 
policy, which is one of providing a 
service but not shouting about it. 

Automobile financing is not one of 
our major purposes in business nor is 
it likely to become one in the near 
future. Presumably, the minor nature 
of automobile loans as compared to 
aggregate banking assets will apply 
in most banks that may turn to this 
type of paper. Although such loans 
may not become a principal earning 
asset that is no reason why they should 
not be made. After all they are sale 
and the business of a bank is to make 
safe loans. 
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A\n Interesting Folder for Executives 
of Building and Loan Associations 


Building and loan executives tell us that the 
information contained in this folder is of con- 
siderable value in helping them solve their cur- 
rent accounting problem. Perhaps you, too, will 
find in it a suggestion that may save you many 
hours in selecting a plan for handling your ac- 
counting in the quickest, simplest, most eco- 


nomical way. The suggestions cover a range of 


MAIL THIS COUPON 
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() Please send me your folder ‘Direct Reduction Loan Accounting.” 


work for small as well as large associations, 
whether federal or state chartered. We will 
gladly send a copy to you free—without obliga- 
tion. Telephone the local Burroughs office, or 
mail the coupon. 
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SHORT-CUT KEYBOARD 





| ENTIRE AMOUNTS 
IN ONE MOTION 


Only on the short-cut keyboard can an 
amount be thought of and written as a unit. 
Thus, 10.67 can be written and added or 
subtracted in one motion. Other examples: 












6 7.4 ‘@) Written with 


three keys—IN ONE MOTION! 


a 5.0 5 Written with 


three keys—IN ONE MOTION! 


» | 4.0 % Written with 


three keys—IN ONE MOTION! 


ey 8.8 Oo Written with 


three keys—IN ONE MOTION! 


1 .@) 5.0 6 Written with 


three keys—IN ONE MOTION! 


1 6.7 0 Written with 


three keys—IN ONE MOTION! 


6 7.9 9 written with 


four keys—IN ONE MOTION! 





Speed . . . with fewer motions 


Burroughs short-cut keyboard permits the operator to add or subtract an entire 
amount, or take a total, with a single motion of the hand. Also, there are no ciphers 
to write—ciphers print automatically. These and many other time and labor saving 
advantages of the short-cut keyboard are described and illustrated in a new, inter- 


esting booklet. For your copy, telephone the local Burroughs office or write direct. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
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